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Report of the Technical Committee on Berlin Curreney and 
Trade to the President of the Security Council 


11 February 1949 


I. Establishment of Technical Committee on 
Berlin Currency and Trade 


The President of the Security Council, Dr. 
Bramuglia, having received replies from the Four 
Occupying Powers relating to the Berlin cur- 
rency and trade problem, which are reproduced 
in Enclosure 3, decided on 30 November 1948 to 
invite the Governments of Belgium, Canada, 
China, Colombia and Syria, each to nominate a 
financial or economic expert who, together with 
an expert nominated by the Government of Ar- 
gentina, should meet in Paris in order to consider 
and make recommendations to the President of 
the Security Council concerning currency and 
trade problems involved in the Berlin question. 
The President also invited the Secretary-General 
to nominate a financial and economic expert to 
work with the Committee thus constituted. The 
Committee, which was empowered to consult with 
experts representing each of the Four Occupying 
Powers in Berlin, was to complete its study of 
the question within thirty days. The text of the 
announcement of the President of the Security 
Council is contained in Enclosure 1 of this 
document. 

2. On 30 November 1948 the representatives of 
France, the United Kingdom and the United 
States presented a joint statement to the President 
of the Security Council, in which they welcomed 
the “proposal of the President of the Security 
Council to establish a Committee of neutral ex- 
perts to study the Berlin currency and trade prob- 
lem,” whilst reserving the position of their gov- 
ernments as regards any resolution which might 
subsequently be submitted to the Security Coun- 
cil after the Committee had reported. The text 
of this joint statement is contained in Enclosure 
4 of this document. 

3. In the statement issued by the delegation of 
the U.S.S.R. on 4 December 1948, reproduced in 
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Enclosure 3 of this document, the Government of 
the U.S.S.R. gave the following exposition of its 
attitude to the Committee of experts established 
by the President of the Security Council: 


“Regarding Dr. Bramuglia’s proposal for the 
establishment of a Commission of financial experts 
composed of representatives of six countries (Ar- 
gentina, Belgium, Canada, China, Colombia and 
Syria) the Soviet Party already informed Dr. 
Bramuglia on 29 November that this question is 
a matter to be dealt with by the representatives 
of these countries. It was indicated that 
if such a Commission was set up the Soviet 
Party might supply to this Commission the neces- 
sary information.” 


4. On 27 December 1948 the President of the 
Security Council extended the life of the Com- 
mittee on Berlin Currency and Trade, in order 
to enable it to complete its work (Enclosure 2). 

5. On 7 January 1949, the President of the 
Security Council invited the Governments of 
Cuba, Egypt and Norway, the newly elected mem- 
bers of the Security Council, to nominate experts 
to the Committee during the second stage of its 
work. The Governments of Cuba and Egypt ac- 
cepted this invitation and the Government of Nor- 
way sent a representative to work with the Com- 
mittee in the capacity of observer. 


II. Membership and Organization 


6. The following members served on the Tech- 
nical Committee on Berlin Currency and Trade 
during the period from 30 November 1948 to 22 
December 1948: 


Members of the Committee 


ARGENTINA 

Dr. R. Ares 

Dr. E. Campos 

Dr. E. Dubois 
BELGIUM 

Mr. F. M. Aspeslagh 
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CANADA 
Mr. N. A. Robertson 
Mr. C. S. A. Ritchie 
Mr. A. E. Ritchie 
COLOMBIA 
Mr. C. de Brigard 
Mr. L. Roldan 
SYRIA 
Mr. Khaled Elazem 
Mr. S. E. Tarazi 
Mr. G. Myrdal, Representative of the Secretary-General 


U.N. Secretariat 


Mr. N. Kaldor 
Dr. Reinhardt 


Mr. W. Rostow 
Mr. 8S. Dell 


7. The following members served on the Tech- 
nical Committee on Berlin Currency and Trade 
during the period from 14 January 1949: 
Members of the Committee 


ARGENTINA 

Dr. Carlos G. Roura 

Dr. E. Dubois 
BELGIUM 

Mr. F. M. Aspeslagh 
CANADA 

Mr. N. A. Robertson 

Mr. C. 8S. A. Ritchie 

Mr. A. E. Ritchie 
COLOMBIA 

Mr. C. de Brigard 

Mr. G. Giraldo 
CUBA 

Dr. Rufo Lopez Fresquet 
EGYPT 

Zaki Saad Bey 

Mr. M. Abdel Aty 
SYRIA 

Mr. S. E. Tarazi 

Mr. V. Paus (Norway) attended the meetings of the 

Committee as an observer 
Mr. G. Myrdal, Representative of the Secretary-General 


U.N. Secretariat 


Mr. N. Kaldor 
Dr. Reinhardt 


Mr. W. Rostow 
Mr. S. Dell 

8. No expert nominated by the Government of 
China arrived in time to take part in the work of 
the Committee. 

9. During both stages of its work the Committee 
consulted with the following experts of the Occu- 
pying Powers: 

Mr. G. Lefort 

Mr. C. H. P. Gifford 

Mr. J. Burke Knapp 

Mr. P. Malietin 


France 

United Kingdom 

United States of America 

Union of Soviet Socialist 
Republics 
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The Committee consulted separately in an ap- 
proximately equal number of meetings, with the 
expert of the Union of Soviet Socialist Republics 
on the one hand and the experts of France, the 
United Kingdom and the United States of Amer- 
ica on the other. The bases on which the several 
experts participated are indicated in Enclosures 
3 and 4. It was made clear throughout that their 
consultation with the Committee implied no com- 
mitment of their respective Governments. 

10. The Committee elected Mr. N. A. Robertson 
as its Chairman, and Mr. C. de Brigard as Vice- 
Chairman. Mr. 8S. Dell acted as Secretary to the 
Committee. 

11. The following public documents were used 
by the Committee in the course of its work: 


(1) United States Department of State pub- 
lication 3298 “The Berlin Crisis”. 

(2) United Kingdom Cmd. paper 7534 “An ac- 
count of the events leading up to a Reference of 
the Berlin Question to the United Nations”. 

(3) Publication by the Ministry of Foreign Af- 
fairs of the U.S.S.R. “The Soviet Union and the 
Berlin Question”. 

(4) Documents relating to the consideration of 
the Berlin Question by the Security Council: S/ 
1020, S/1020 Add. 1, S/1048, S/PV/361, 362, 363, 
364, 366, 368, 370, 372. 

(5) Replies of the Four Occupying Powers in 
Berlin to the letter of the President of the Se- 
curity Council of 20 November 1948, and the sub- 
sequent further clarification of the U. S. S. R. on 
4 December 1948. Statement by Marshal Soko- 
lovsky of 20 November 1948. This material is 
contained in Enclosure 3 to this document. 

(6) The statement of the President of the Se- 
curity Council of 30 November 1948 concerning 
the establishment of a Technical Committee on 
Berlin Currency and Trade. The text of this an- 
nouncement is contained in Enclosure 1 to this 
document. 

(7) The statement of the three Western Powers 
presented to the President of the Security Council 
on 30 November 1948, and the statement submitted 
by these powers on 5 December 1948 giving their 
views on the underlying political background of 
the existing division of the Berlin city adminis- 
tration. This material is reproduced in En- 
closure 4 of this document. 
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In addition, other documents were submitted by 
the experts of the Four Occupying Powers in 
response to specific questions raised by the Com- 
mittee. Some of these documents were confiden- 
tial in character and contained statistical and other 
information. 


12. There are no formal or authorized records 
of the Committee’s proceedings. Notes of meet- 
ings were kept but only for the convenience of the 
Members of the Committee. These notes have no 
official status, since they do not have the sanction 
of the Members of the Committee or of the ex- 
perts of the Occupying Powers. It was clearly 
understood that the Committee’s proceedings 
throughout were strictly confidential: 


Ill. Proceedings of the Committee: First Stage 


13. During the first stage of its work in Paris, 
beginning on 30 November 1948 and ending 22 
December 1948, the Committee held 28 meetings. 

14. After consideration of the statements made 
by the experts of the Four Occupying Powers dur- 
ing the first three weeks of its work, in the course 
of which the Committee held twenty meetings 
with those experts, the Committee prepared pre- 
liminary draft recommendations which are re- 
produced in Enclosure 5 of this document and 
which were presented to the experts of the Four 
Occupying Powers on 22 December 1948. In the 
covering Informal Memorandum the Chairman 
of the Committee made it clear that the attached 
recommendations constituted an internal working 
paper and did not represent the Committee’s final 
views or formulations. It was pointed out that 
before presenting its final report to the President 
of the Security Council, the Committee would 
wish to have available the detailed technical ob- 
servations of the interested parties on particular 
points relevant to these draft recommendations. 
It was indicated to the experts of the Occupying 
Powers at that time that it would be helpful if 
they could present such observations as they might 
care to make to the Chairman of the Committee 
on 3 January 1949 in Geneva. 

15. In a progress report dated 23 December 
1948 the Chairman of the Committee submitted the 
preliminary draft recommendations to the Presi- 
dent of the Security Council. It was pointed out 
in this progress report that “by its terms of refer- 
ence the Committee was required to take into ac- 
count ‘the Directive of 30 August 1948, as well 
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as information concerning events subsequent 


thereto’. The most important event since 30 
August relevant to the problem assigned to the 
Committee has been the de facto division of the 
German administration of Berlin. In developing 
its preliminary draft recommendations, the Com- 
mittee has sought a solution of the currency and 
trade question which would be workable under 
present conditions in Berlin but which would not 
prejudice the question of any future arrangements 
concerning a unified city administration which 
might be agreed upon by the Four Powers.” The 
text of this progress report is contained in En- 
closure 5 of this document. 

16. The Chairman decided to postpone the re- 
convening of the Committee at Geneva from 3 
January to 10 January, and later, to meet the con- 
venience of the experts of France, the United 
Kingdom and the United States, from 10 Jan- 
uary to 14 January 1949. 


IV. Proceedings of the Committee: Second 


Stage 

17. During the second stage of its work in Ge- 
neva, beginning on 14 January 1949 and ending on 
11 February 1949, the Committee held forty-two 
meetings, of which twenty-five meetings were held 
with one or other of the experts of the Four Oc- 
cupying Powers. 

18. On 14 January 1949 the expert of the 
U.S.S.R. submitted to the Committee a written 
statement containing all his suggested amend- 
ments to the Committee’s draft recommendations. 
He also suggested that the comments of the West- 
ern experts on the Committee’s draft recommen- 
dations be supplied to him in exchange for the 
document which he himself had submitted. The 
Soviet Union expert’s comments are reproduced in 
Enclosure 6 of this document. The Soviet Union 
expert later stated that it was implied in the docu- 
ment which he had submitted that he accepted 
the general framework of the Committee’s draft 
recommendations as a basis for discussion and 
agreement. 

19. On 15 and 16 January 1949 the expert of the 
United States submitted three papers to the Com- 
mittee, which are reproduced in Enclosure 6 of this 
document. The first of these papers contained 
a general criticism of the Committee’s preliminary 
draft recommendations and concluded that those 
recommendations did not provide the basis for an 
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equitable or workable solution to the Berlin cur- 
rency and trade problem. The second paper 
submitted by the expert of the United States gave 
detailed technical criticisms of the Committee’s 
preliminary draft recommendations. The third 
paper of the United States expert contained his 
counter-suggestions for the consideration of the 
Committee, which were based on the premises 
stated in paragraph 10 of his first paper. 

20. On 15 and 16 January 1949 the experts of 
France and the United Kingdom submitted two 
statements each, identical in French and English. 
These statements are reproduced in Enclosure 6 of 
this document. The first of these statements con- 
tained general observations on the Committee’s 
preliminary draft recommendations. It also ex- 
pressed warm sympathy with the general princi- 
ples on which the United States expert’s counter- 
suggestions were based, whilst reserving their po- 
sition on the details of this plan. The second 
paper of the experts of France and the United 
Kingdom, which assumed the general framework 
of the Committee’s proposals, contained sugges- 
tions for amendments to the Committee’s prelim- 
inary draft recommendations. 

21. After a study of the documents presented 
by the experts of the Occupying Powers, and after 
consideration of the questions of procedure in- 
volved, the Committee on 18 January 1949 pro- 
ceeded first to examine the counter-suggestions 
submitted by the United States expert. The 
United States expert was also requested to au- 
thorize the Committee to communicate his counter- 
suggestions to the Soviet Union expert. 

22. On 18 and 19 January the Committee dis- 
cussed with the Western experts the counter-sug- 
gestions submitted by the expert of the United 
States. The United States expert indicated that, 
after further consideration of the significance of 
recent developments in regard to the splitting of 
the city administration, it was now his view that 
no settlement of Berlin currency and trade prob- 
lems could be equitable and workable under pres- 
ent conditions unless it was much more closely 
geared than the Committee’s preliminary draft 
recommendations to the existing circumstance of 
the split city. In his opinion it seemed inevitable 
that arrangements appropriate to a reunified city 
would have to be worked out de novo when the 
political prerequisites had been or were being es- 
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tablished, and when the new circumstances pre- 
vailing at that time could be appropriately as- 
sessed. With the authorization of the United 
States expert, the Committee transmitted on 20 
January 1949 to the expert of the U.S.S.R. a docu- 
ment submitted by the United States expert set- 
ting forth the main lines of his counter-sugges- 
tions in advance of a general exchange of docu- 
ments. A covering letter from the Chairman of 
the Committee requested the comments of the 
U.S.S.R. expert as soon as convenient. The docu- 
ment thus transmitted, and the covering letter, are 
reproduced in Enclosure 7 to this document. In 
taking this course of action, the Committee 
adopted no formal position on the question of 
the compatibility of the United States counter- 
suggestions with its terms of reference. 

23. On 21 January 1949 the Chairman of the 
Committee communicated to the experts of the 
Western Occupying Powers the desire of the Com- 
mittee that a full exchange of documents be au- 
thorized. The Western experts undertook to seek 
instructions on this matter. 

24. On 25 January 1949 the expert of the 
U.S.S.R. submitted his comments on the United 
States expert’s counter-suggestions in the form of 
a letter to the Chairman of the Committee. In 
this letter, which is reproduced in Enclosure 7 
to this document, the Soviet Union expert stated 
that, in his opinion, any proposals elaborated by 
the Committee should conform to the basic prin- 
ciples of the directive of 30 August 1948. In the 
light of the terms of reference of the Committee, 
the Soviet Union expert considered it impossible 
to accept the United States expert’s counter-sug- 
gestions as a basis for discussion and elaboration 
by the Committee of an agreement on the Berlin 
currency and trade problems. Nevertheless the 
Soviet Union expert pointed out that certain items 
in the United States expert’s counter-suggestions 
might be considered by the Committee in working 
out its report insofar as they did not contradict 
the basic principles of the directive of 30 August 
1948. In submitting this reply to the Committee, 
the Soviet Union expert again asked that a full 
exchange of documents between all experts of 
the Occupying Powers be authorized immediately, 
and that the Committee should adopt its own pre- 
liminary draft recommendations as a basis for fu- 
ture discussion in the light of all comments re- 
ceived. 
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25. On 25 January 1949 the Acting Chairman of 
the Committee transmitted copies of the Soviet 
Union expert’s letter of 25 January 1949 together 
with his suggestions regarding the future proce- 
dure of the Committee to the experts of the 
Western Occupying Powers. At a meeting of the 
Committee on 26 January 1949 the experts of the 
three Western Occupying Powers requested that 
the Committee expedite its work by proceeding to 
a discussion of the comments and proposals relat- 
ing to the Committee’s preliminary draft recom- 
mendations. 

26. The Committee thereupon began its discus- 
sions with the experts of the three Western Occu- 
pying Powers regarding their comments and pro- 
posals relating to the Committee’s preliminary 
draft recommendations. 

27. On 28 January 1949 the experts of the West- 
ern Occupying Powers agreed to a full exchange 
of documents through the Committee. The 
U.S.S.R. expert’s document reproduced in Enclo- 
sure 6 was transmitted to the experts of the West- 
ern Occupying Powers, and the Western experts’ 
documents reproduced in Enclosure 6 were trans- 
mitted to the expert of the U.S.S.R. 

28. On 1 February 1949, the expert of the 
United States submitted to the Chairman of the 
Committee a supplement to his counter-sugges- 
tions referred to in paragraph 19 above, providing 
for the establishment of a Four-Power Finance 
Commission. The text of this communication, 
which is reproduced in Enclosure 6 of this docu- 
ment was transmitted to the expert of the U.S.S.R. 

29. Beginning 1 February 1949 the Committee 
undertook intensive discussions alternately with 
the experts of the Western Occupying Powers and 
with the expert of the U.S.S.R. concerning all com- 
ments made by those experts on the Committee’s 
preliminary draft recommendations. 

30. On 4 February 1949, the experts of the three 
Western Occupying Powers informed the Com- 
mittee that “from a review of the Committee’s pre- 
liminary draft proposals and after re-examination 
of the comments submitted thereon by the Soviet 
expert and ourselves, it is clear to us that a very 
considerable area of disagreement remains which 
it seems scarcely possible to reconcile on the basis 
of the Committee’s draft.” The three Western 
experts therefore urged the Committee to give 
earnest consideration to the counter-suggestions 
already put forward by the U.S. expert as an in- 
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terim solution. They further stated that “if re- 
unification of the municipal administration of 
Berlin can be achieved, our Governments would 
then be prepared to give renewed consideration to 
the Committee’s preliminary draft proposals, with 
appropriate amendments, or to any alternative 
plans which may be developed for the use of a 
single currency in Berlin adapted to the circum- 
stances of the reunified city administration.” The 
full text of the above statement, which is repro- 
duced in Enclosure 8 to this document, was com- 
municated immediately to the expert of the 
U.S.S.R. 

31. On 4 February 1949 the expert representa- 
tive of the U.S.S.R. gave his preliminary comments 
on the joint statement contained in Enclosure 8. 
The Soviet expert stated that there were no irrecon- 
cilable differences between his position and the 
Committee’s preliminary draft recommendations. 
For his own part, therefore, he could not agree 
with the Western experts that a very considerable 
area of disagreement remained which seemed 
scarcely possible of reconciliation on the basis of 
the Committee’s draft. In the second place he 
pointed out that the Committee had not yet con- 
cluded its discussions on the basis of its own pre- 
liminary draft recommendations and it was there- 
fore his view that the remarks contained in the 
joint Western statement comprised the work of the 
Committee and indicated the unwillingness of the 
Western experts to accept the Committee’s pro- 
posals as the basis for an eventual agreement. In 
the third place the Soviet Union expert requested 
that the Committee’s examination of the comments 
submitted by him should be carried through to 
its logical conclusion with a view to demonstrat- 
ing that the Committee’s preliminary draft rec- 
ommendations and the Soviet Union expert’s posi- 
tion could be reconciled. The Soviet Union ex- 
pert stated that he would submit a written mem- 
orandum concerning the joint statement of the 
experts of the Western Occupying Powers. This 
memorandum is reproduced in Enclosure 9 to this 
document. 

32. On 7 February 1949 the Committee con- 
cluded its examination with the Western experts 
of the comments which they had submitted on the 
Committee’s preliminary draft recommendations. 

33. On 8 February 1949 the Committee con- 
cluded its discussions with the Soviet Union ex- 
pert of the comments which he had made on the 
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Committee’s preliminary draft recommendations. 

34. On 11 February 1949 the Committee com- 
pleted the preparation of its report to the Presi- 
dent of the Security Council. 


V. Conclusion 


35. After careful study of the documents sub- 
mitted to the Committee by the technical experts 
of the Four Powers in response to the Committee’s 
draft proposals, and as a result of subsequent dis- 
cussions with the experts on the problems in- 
volved, the Committee has reached the conclusion 
that the present positions of the experts of the 
Four Occupying Powers are so far apart in this 
matter that further work by the Committee, at 
this stage, does not appear useful. 

36. In the circumstances, the Committee is de- 
barred by its own terms of reference from putting 
forward any recommendations. Nor did the 
Committee feel it necessary to analyse the dis- 
agreements between the parties, since the positions 
of the experts of the Four Occupying Powers are 
fully set out in the enclosures to this document. 

37. The Committee submits this report on its 
proceedings, together with associated working 
papers, in the hope that these may be found of 
use to the President of the Security Council and 
to the parties concerned in any further discussions 
of the Berlin currency and trade problem which 
may take place. 







Addendum: Communication on the Report 


Communication from the Expert of Argentina to 
Chairman of the Technical Committee on Ber- 
lin Currency and Trade 


Geneva, 11 February, 1949. 

Dear Mr. Cuamrman: Owing to the lack of 
agreement between the Occupying Powers on the 
settlement of the Berlin currency and trade prob- 
lem, the chronological and historical report which 
was the subject of our deliberations during the 
final meetings contains no recommendations. On 
this account I consider that the Committee ought 
to have drafted the report with a closer eye to 
its terms of reference, viz. to submit “a detailed 
report of the performances carried out, the studies 
made, the propositions submitted, and the causes 
that on every one of the items prevented from 
reaching the corresponding agreements.” 
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You are aware, Mr. Chairman, how important 
I have felt to be that the Committee should enu- 
merate, or attempt to summarise, the discussions 
and the causes which prevented an agreement from 
being reached. Although not questioning the 
validity of the partial report which the Committee 
is to submit I consider, as an expert, that this 
document takes insufficient account of the Com- 
mittee’s terms of reference. And it is precisely 
because of this shortcoming that I feel bound to 
express my disagreement with the incomplete 
nature of the report which is to be submitted for 
consideration to the President of the Security 
Council. 

I would like to stress, however, that this obser- 
vation is not to be regarded as in any way a re- 
flection on the conduct of the work of the 
Committee, which was always at pains to carry 
out its task with complete objectivity. 

I have the honour to be [ete.]. 


Cartos G. Roura. 
Norman A. Roperrson, 


Chairman of the Technical Committee 
on Berlin Currency and Trade 


ENCLOSURE 1 


Statement of President of Security Council on 
Decision To Establish a Technical Committee 
on Berlin Currency and Trade 


30 November 1948 


The President of the Security Council, in the exercise of 
his powers, has decided ; 


1) To invite the Governments of Belgium, Canada, 
China, Colombia, and Syria, each to nominate a financial 
or economic expert, who, together with an expert nom- 
inated by the Government of Argentina, shall meet in 
Paris, and whose task shall be to consider and make rec- 
ommendations to the President of the Security Council 
upon the most equitable conditions, taking into account 
the directive of August 30, 1948, as well as information 
concerning events subsequent thereto, for the agreement 
among the occupying powers relating to introduction, cir- 
culation and continued use of a single currency for Berlin 
under adequate four-power supervision and import and 
export regulations in connection with outside trade of 
Berlin. 

2) To invite the Secretary-General to nominate a finan- 
cial or economic expert to work with the Committee men- 
tioned in paragraph 1 above; and to cooperate fully with 
the Committee and supply in addition all information and 
all the facilities and staff that the said Committee may 
require. 

3) The Committee is fully empowered to consult with 
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the economic or financial experts representing each of the 
Four Occupying Powers in Berlin, and also, if they deem 
it convenient, with other economic or financial experts. 

4) This study must be definitely finished within 30 days 
as from the date of this resolution. 


How must the experts carry out their task? 

The Commission will fix its plan of work and immedi- 
ately after will get in contact with the representative 
specialists in economy assigned by the Governments of the 
U.S., Great Britain, France and the U.S.S.R. in order to 
end their task within the period established in paragraph 
4 of the resolution. 


Which items will the technicians cover in their studies? 

The technicians appointed, acting jointly in all circum- 
stances, will try to arrange with the parties in the con- 
flict the adequate terms to enforce the directives of Au- 
gust 30, 1948, in the matter related with the introduction 
in Berlin of the Soviet mark as well as the control on 
emission, supply and circulation of the sole currency, the 
adequate rules to regulate banking and credit facilities 
and the exterior trade of Berlin, and the consideration 
of other subsequent facts which could bring difficulty to 
the implementation of the draft agreements or recommen- 
dations. 


How will the recommendations submitted to the president 
of the Security Council be adopted? 

The recommendations submitted to the President of the 
Security Council will be adopted by the technicians repre- 
senting the six countries appearing in paragraph 1 of 
the previous resolution, which should meet with the con- 
formity of the technicians of the United States, Great 
Britain, France and the U.S.S.R. 

In case of not reaching agreement among the parties the 
commission of technicians will submit to the President of 
the Security Council a detailed report of the performances 
carried out, the studies made, the propositions submitted, 
and the causes that on every one of the items prevented 
from reaching the corresponding agreements. 


ENCLOSURE 2 


Statement of President of Security Council on 
Decision of 30 November 1948 


$0 November 1948 


The President of the Security Council, in the exercise 
of his powers decides : 


1) The decision taken by the President of the Security 
Council on the Berlin question on 30 November 1948 is 
hereby prolonged in order to enable the economic and 
financial experts appointed in accordance with that deci- 
sion to carry out the task entrusted to them thereby ; 

2) The powers of the President of the Security Council 
remaining fully reserved whether as regards bringing 
to an end or as regards modifying the said decision of 
30 November 1948. 

Done at Paris, this 27th day of December, 1948. 


F. Van LANGENHOVE, 
President of the Security Council. 
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BERLIN CURRENCY AND TRADE 
ENCLOSURE 3 


[A] Reply of U.S.S.R. to Security Council on 
Five Questions on Berlin Problem 


1) Which organ is to exercise quadripartite control of 
the financial arrangements on behalf of the Four Occupy- 
ing Powers? 


Answer: Control of the practical implementation of the 
financial arrangements should be exercised by a financial 
commission consisting of representatives of the four Mili- 
tary Governors in Berlin. 

2) What are to be the functions of the organ for quadri- 
partite control? 


Answer: The quadripartite financial commission should 
exercise the functions envisaged in the directive of the 
four Governments of 30 August 1948, i. e., it should exer- 
cise control with regard to the financial measures con- 
nected with the introduction and use in Berlin of the 
German mark of the Soviet Occupation zone of Germany 
as the sole currency. 

3) Over what financial operations and in what areas 
should quadripartite control be exercised? 


Answer: The quadripartite financial commission should 
exercise control to ensure that there shall be: 


a) no discrimination or action against holders of West- 
ern marks in connection with the exchange of those marks 
issued in Berlin; 

b) provision of equal treatment as to currency and fully 
accessible banking and credit facilities throughout all 
sectors of Berlin; 

c) observance of the guarantees envisaged in the direc- 
tive of 30 August 1948 to prevent the use in Berlin of the 
German mark of the Soviet zone from leading to the 
disorganization of currency circulation or disrupting’ the 
stability of currency in the Soviet occupation Zone; 

d) observance of the net balance in trading operations 
between Berlin and the Western zones and third countries, 
including the issue of the necessary licences; 

e) provision of sufficient currency for budgetary pur- 
poses and for occupation costs, reduced to the greatest 
extent possible, and also the balancing of the Berlin budget. 


The quadripartite financial commission should exercise 
this control in the city of Berlin. 

4) What should be the exact wording of the directive 
to be released for the implementation of quadripartite 
control? 


Answer: The wording of the directive to be released for 
the implementation of quadripartite control should cor- 
respond to the agreed directive of the Governments of 
the U.S.S.R., the U.S.A., the United Kingdom and France, 
of 30 August, 1948, to the four Commanders-in-Chief of 
the occupation zones in Germany. 


5) How will control, over trade between Berlin and 
the Western zones of Germany and third countries, in- 
cluding the issue of export/import licences, be exercised? 


Answer: Control over trade between Berlin and the West- 
ern zones of Germany and third countries should be exer- 
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cised through the medium of the quadripartite financial 
commission, which should also issue licences for the im- 
port and export of goods on the basis of observance of 
the net balance, excluding deliveries of food, fuel and 
electric power intended to supply the Berlin population 
in the form of aid. 


[B] Memorandum to Security Council Em- 
bodying Replies of France, U.K., and U.S. on 
Five Questions on Berlin Problem 


In the quadripartite discussions on the Berlin cur- 
rency problems held in August and September, the West- 
ern Powers expressed their willingness to meet the Soviet 
insistence that the currency which is legal tender in the 
Soviet zone should also be the sole legal tender currency 
in Berlin, but only on condition that the Military Gover- 
nors could work out satisfactory arrangements to assure 
the provision of adequate currency and credit in all sec- 
tors of Berlin, with effective quadripartite control over 
the practical implementation of such arrangements. The 
Western Powers do not claim any rights of interference 
in the finances of the Soviet zone, and they recognise 
that if the East mark is introduced as sole currency for 
the whole of Berlin, financial and currency policy in the 
city must not be such as to endanger the financial stability 
of the Soviet zone. On the other hand, the Western Allies 
cannot, in any circumstances, agree that the Soviet author- 
ities of the German Bank of Emission of the Soviet zone 
should exercise sole and unrestricted control over the cur- 
rency and finances of Berlin. 

The technical problems involved are not easy ones. 
Assuming that the German Bank of Emission is to issue 
currency for circulation both in Berlin and in the Soviet 
zone, the arrangements must assure the provision of ade- 
quate currency for Berlin subject to effective four-power 
control, although in the Soviet zone the Bank’s operations 
would be subject to Soviet control only. The arrange- 
ments must also ensure that financial and credit policy 
in Berlin, which would be under four-power control, could 
not be such that its repercussions might endanger the 
stability of the currency in the Soviet zone. Thus, assum- 
ing that the problems incident to the initial introduction 
of the currency are resolved, there would remain at least 
two basic and continuing problems. First, how should 
the amount of currency and credit available for all of 
Berlin from the German Bank of Emission be determined. 
Second, how should the nun-disecriminatory provision of 
currency and credit throughout the city be assured. 

It must be pointed out that it will inevitably be difficult 
in practice to exercise four-power control of currency in 
a city in which the previous unified administration under 
four-power supervision is not fully functioning at present 
and is indeed being rapidly diminished. This difficulty 
applies as well to the control of trade between Berlin and 
the Western zones in that if the Berlin Magistrat is not 
functioning in respect of the whole of Berlin there will 
be no administrative machinery for the issuance of 
licences. 

The questions and answers below refer specifically to 
the organization and function of quadripartite control. 
The brief description of the basic problems presented 
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above will make it clear that certain technical arrange- 
ments and agreements are necessary to provide the spe- 
cific assurances and safeguards required to protect the 
interests of the Western Powers and of the Soviet Union, 
In their absence, these problems cannot be regarded as 
solved merely by their assignment to quadripartite 
agencies. 

The answers to the questions asked by Dr. Bramuglia 
are as follows: 


Question 1: What organisations will exercise the quad- 
ripartite control of the financial arrangements on behalf 
of the four occupying authorities? 

Answer: The quadripartite control of Berlin financial ar- 
rangements will be exercised by the Financial Commission 
composed of representatives of the four Military Gov- 
ernors and responsible to them. 


Question 2: What will be the functions of these quadri- 
partite control organisations? 

Answer: The functions of the quadripartite Financial 
Commission would be as follows: 


1. To constitute under the Military Governors the con- 
trolling authority in Berlin in respect of money, credit 
and banking matters. 

2. To exercise appropriate control, over the Stadkontor 
as well as other banking and credit institutions in Ber- 
lin in order to assure adequate and uniform banking and 
credit facilities throughout Berlin, without discrimina- 
tion among the different sectors. 

3. To exercise supervision and control over the activities 
of the German Bank of Emission of the Soviet zone but only 
insofar as they relate to the arrangements for the intro- 
duction and continued use of the East mark as the sole 
currency in the city of Berlin. 

4. To supervise and approve the fiscal policies and 
budgetary arrangements of the Government of Berlin. 

5. To supervise and control the arrangements for the 
introduction of the East mark as the sole currency for 
3erlin and the withdrawal of the Western B-mark from 
circulation in Berlin. 

6. To supervise the issuance by the Berlin Magistrat 
of licences for the import and export trade of Berlin. 


Question 3: Over what operations and in what area will 
the quadripartite control be exercised? 

Answer: The quadripartite control will be exercised over 
the various operations in Berlin referred to in the answer 
to Question 2, and also over the operations of the German 
Bank of Emission but only insofar as they relate to the 
arrangements for the introduction and continued use of 
the East mark as the sole currency in the city of Berlin. 


Question 4: What is the exact wording of the directive 
that must be issued to bring the quadripartite control 
into operation? 

Answer: The four Military Governors will have to issue 
legislation in Berlin in order to put into effect arrange- 
ments for the quadripartite control of the currency there. 
In the absence of sufficient agreement with the Soviet 
Government upon the content of this legislation the West- 
ern Powers have not at this time attempted to draft it in 
detail. 
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Question 5: How will trade between Berlin and the West- 
ern zones and third countries be controlled, including the 
issuance of import and export licences? 

Answer: On this question, the position of the Western 
Powers is as follows: 


a) The Western Powers should be able freely to import 
food and fuel and power into their sectors of Berlin in 
fulfillment of their responsibilities for the health and wel- 
fare of the population, and should control the proceeds of 
the sale in Berlin of these imports. 

bv) Other trade between Berlin and the Western zones 
and third countries would be conducted in accordance with 
licenses issued by the Berlin Magistrat under the super- 
vision of the Financial Commission representing the four 
Military Governors. The Soviet authorities would auto- 
matically grant transit licenses through the Soviet zone 
in respect of such trade. 

Attention may be called to the fact that in their note 
of September 25th, 1948, the Soviet Government stated 
that: 


“The Soviet Government has already expressed its 
agreement that trade between Berlin, third countries and 
the Western zones of Germany should be placed under the 
control of the Four-Power Financial Commission. The 
Soviet Government now declares its readiness to agree to 
the establishment of four-power control likewise over the 
issuance of import and export licenses, provided agree- 
ment is reached on all other questions.” 


The representatives of the Western Powers are anxious 
to provide all possible assistance in your examination of 
the Berlin currency problem. They are continuing their 
study of possible solutions in the light of current develop- 
ments in Berlin. If you and your colleagues desire to 
enter into technical discussions on the details to be worked 
out, our experts will be at your disposal. 


[C] Supplement to the Reply by France and 
U.K. 


At the end of the joint answer which was given to Dr. 
Bramuglia on November 23rd the representatives of the 
Western Powers declared themselves ready to lend their 
assistance to the Security Council in their examination 
of the Berlin currency question. 

With this object, and in order to amplify the documen- 
tation of the President of the Security Council, the repre- 
sentatives of the French Republic and the United Kingdom 
have instructed their experts to transmit informally the 
attached paper tabled in Berlin on September 7th by 
General Robertson, the British Military Governor in Ger- 
many, with the agreement of General Koenig, the French 
Military Governor. 

This document therefore constitutes a detailed tech- 
nical study of the problems which would arise as a result 
of the introduction of the German mark of the Soviet zone 
into Berlin. It should not, however, be considered as fi- 
nally binding the Governments of France and the United 
Kingdom. It should be added that in an interview given 
on November 20th, Marshal Sokolovsky, the Soviet Com- 
mander-in-Chief in Germany, alluded to this document in 
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critical terms. This is an additional reason for the in- 
formal transmission of this document. Finally, the paper 
of September 7th calls for an important correction which 
will be shown later, concerning the guarantees which 
would be necessary as regards the working of the 
Stadtkontor. 

The paper of September 7th was intended to reduce the 
risk of subsequent misunderstanding. It defined the func- 
tions and the relations to one another of the authorities 
and institutions which it was proposed should be con- 
cerned with the determination of currency and credit 
policy in Berlin. In particular the plan provided that an 
agreement between the German Bank of Emission (the 
Deutsche Notenbank) and the Berlin Stadtkontor should 
be drawn up. This agreement would have determined the 
initial amounts of East mark currency to be made avail- 
able to the Berlin banks, the terms and conditions on which 
additional currency could be obtained, and also the reserve 
requirements of the Stadtkontor, which under the plan was 
to act as a Central Bank for Berlin. This agreement would 
have required the approval of the Financial Commission 
representing the four Military Governors. It was in- 
tended that in negotiating the agreement the German Bank 
of Emission would represent the interests of the Soviet 
zone and the Berlin Stadtkontor those of Berlin. Further, 
the Financial Commission representing the four Military 
Governors must act unanimously; so that the agreement 
must be acceptable both to the Soviet Government and to 
the Western Allies before it can come into force. The 
agreement would have come into force simultaneously 
with, and as a condition of, the introduction of the Soviet 
mark as sole currency in Berlin. 

Within the limits set by this agreement, and having in 
mind the importance of not endangering the stability of 
the currency of the Soviet zone, the Berlin Stadtkontor 
would have been given power to determine, under the con- 
trol of the four-power Financial Commission, its own 
credit policy and those of other Berlin credit institutions, 
and it would have been responsible for the supervision of 
these institutions in order to ensure an adequate and uni- 
form banking and monetary policy in the city of Berlin. 
Before the new arrangements came into force a list would 
have been drawn up of the matters on which the Stadt- 
kontor would be required to obtain the approval of the 
Financial Commission before taking action. 

Under these arrangements the German Bank of Emis- 
sion would not have exercised any direct control over 
the day to day determination of currency and credit policy 
in Berlin. This would have been the responsibility of the 
Berlin Stadtkontor under the supervision and control of 
the Four-Power Financial Commission. The Stadkontor’s 
powers, however, would have been limited by the agree- 
ment, referred to above, between it and the Bank of Emis- 
sion in which its reserve requirements would be laid down 
and by which the supply of currency to Berlin would be 
determined. If this agreement had been properly drawn 
up, as it was intended that it should, it would not have 
been possible for the Stadtkontor to pursue a credit 
policy in Berlin that would endanger the stability of the 
currency in the Soviet zone. A further safeguard would 
have been provided by the list of matters on which before 
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taking action the Stadtkontor would have had to obtain 
the approval of the Financial Commission which must take 
decisions unanimously. It was also considered desirable 
that the Soviet authorities should take the necessary meas- 
ures, in the Soviet zone to protect the stability of the 
currency there, since it would also be the currency of 
Berlin. If the German Bank of Emission was to exercise 
a day to day control over currency and credit policy in 
Berlin, the range of the Bank’s operations, over which the 
Financial Commission would have to exercise control in 
order to ensure four-power control over the affairs of the 
city, would be considerably extended. The only control 
which this paper envisaged that the Financial Commission 
should exercise over the Bank of Emission was its ap- 
proval of the agreement between the Bank and the Berlin 
Stadtkontor, and the power to ensure its continued ob- 
servance. 

It will be seen that the paper of September 7th provided 
that the Berlin Stadtkontor which is one of the municipal 
institutions of Berlin should play a preponderant role in 
the new financial organisation of the city. In their joint 
answer of November 23rd the representatives of the West- 
ern Powers indicated clearly the difficulties in the way of 
the realisation of a practical solution of the currency 
problem resulting from the actual situation in Berlin. 
Even if the splitting in two of the city is not yet com- 
plete, the Soviet authorities have none-the-less taken a 
series of measures which tend to make this division more 
and more definite. If the city administration is split, it 
will be difficult to have any assurance that the Stadtkon- 
tor, whose head office is in the Soviet sector, will not be 
under the exclusive domination of the Soviet authorities, 
and in such circumstances it would hardly be possible to 
entrust to it the preponderant role foreseen in the paper 
of September 7th. 

This document in the form in which it was drafted is 
therefore incomplete, and your attention and that of the 
Security Council should be specially drawn to this fact. It 
is felt, however, that consideration of it in this light may 
assist the Security Council in their study of the Berlin 
Currency problem. 


[D] Plan on Berlin Problem Tabled by British 


Military Governor in Berlin on September 7, 
1948 


A. Functions of Emission Bank 


1. To determine the initial amount of new currency to 
be made available to the Berlin Stadtkontor, for the use of 
itself and the other Berlin credit institutions on the basis 
of their needs irrespective of their present holdings of 
either B-marks or ostmarks. In determining this amount 
the Deutsche Notenbank will provide initially to the 
credit institutions including the Postscheckamt and in- 
surance companies a sufficient supply of bank notes to 
cover the existing liabilities of these institutions less their 
realisable assets and plus an operating reserve. 

2. To determine the terms and conditions on which it 
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will make available additional currency to the Berlin 
Stadtkontor. Such terms and conditions shall be not 
less favourable than those accorded to Laender Central 
Banks in the Soviet zone, and the credit-worthiness of 
paper submitted by the Stadtkontor for loan or rediscount 
purposes to the Deutsche Notenbank shall be presumed, 
unless upon appeal from the Deutsch Notenbank a con- 
trary decision is reached by a unanimous vote of the 
Finance Commission. 

38. To determine the cash reserve requirements of the 
Berlin Stadtkontor (covering its own requirements and 
those of other Berlin credit institutions). The terms 
and conditions to be not less favourable than those re- 
quired from Laender Central Banks in the Soviet zone. 

4. To negotiate an agreement with the Berlin Stadtkon- 
tor covering the above matters. 

5. In the exercise of the above functions the German 
Emission Bank shall act under the control of the Finance 
Commission and will furnish the Commission with such 
relevant statistics as it may need for its purposes. 


B. Functions of Berlin Stadtkontor 


6. To act as Central Bank for Berlin. 

7. To fix its own credit policy and those of the other 
Berlin credit institutions, e. g. discount rates, type of 
securities eligible for rediscount by it. It will also fix 
the reserve requirements of other Berlin credit institu- 
tions. 


8. Generally to exercise supervision over other Berlin 
credit institutions in order to ensure adequate and uni- 
form banking and money policy in the city of Berlin. 

9. To maintain such clearing accounts in connexion 
with trade as may be required. 

10. To negotiate an agreement with the German Emis- 
sion Bank as provided in paragraph 4 above. 


C. Functions of Finance Commission 


11. The Finance Commission will constitute the su- 
preme authority in Berlin in respect of money, credit and 
banking matters, as well as with respect to the budgetary 
operations of the city administration. 

12. To approve the agreement referred to in paragraphs 
4 and 10 and to ensure its continued observance. 

13. To control the Berlin Stadtkontor through a perma- 
nent sub-commission located in the Stadtkontor. 

14. To draw up a list of matters which must be referred 
to it by the Stadtkontor for prior approval, such a list 
to be as limited as possible so as to ensure the widest 
possible autonomy to the Berlin Stadtkontor. 

15. To ensure that the requirements of A, B, C and D 
of the directive are fulfilled. 

16. To exercise the control referred to in paragraph 5. 


D. Procedure of Finance Commission 


17. Unanimous decisions arrived at by the Finance Com- 
mission will have the effect of law. Points of disagree- 
ment will be referred to Military Governors and, if nec- 
essary, to Governments. 
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[E] Clarification by Soviet Party of U.S.S.R. 
Reply to Five Questions on Berlin Problem 
December 4, 1948 


After the reply given on November 20 by the Soviet 
party to the questions presented by Mr. Bramuglia to the 
Four Powers relating to the introduction and circulation 
of the German mark of the Soviet zone as the sole currency 
in Berlin, there have been published additional documents 
concerning the said financial arrangements. These docu- 
ments include the memorandum of the Governments of 
France, the United Kingdom and the United States of 
November 23, 1948, that contains the replies by the Gov- 
ernments of the three powers to Mr. Bramuglia’s ques- 
tions ; Supplement by the Governments of France and the 
United Kingdom of November 28, 1948 to the said memo- 
randum of the three powers, with the enclosure of the 
text of the document tabled by the British General Robert- 
son on September 7, 1948 at the meeting of the Military 
Commanders in Berlin but not discussed by them due to 
the adjournment of discussions, and also certain pro- 
posals on the Berlin question transmitted by Mr. Bramug- 
lia to A. Y. Vyshinsky. 

In connection with this the Soviet party considers it 
necessary to make the following Clarifications. 

In respect to the memorandum of the Governments of 
France, the United Kingdom and the United States of 
November 23 and the supplement to this memorandum of 
the Governments of France and the United Kingdom of 
November 28, the Soviet party, basing itself on the agreed- 
upon by the four governments directive of August 30, 


adheres to the following interpretation of the outstanding 
problems referred to in the memorandum of the three 
powers in reply to the five questions of Mr. Bramuglia: 


The first problem concerning the determination of the 
amount of currency and credit to be made available to 
the whole city of Berlin by the German Bank of Emission. 

The initial amount of currency to be made available 
by the German Bank of Emission to the whole city of 
Berlin shall be determined apart from the German marks 
of the German Bank of Emission already in circulation by 
the sum of “B” marks, which will be presented for exchange 
in accordance with the agreement reached by the Four 
Powers. Subsequent provisions of currency and credits 
by the German Bank of Emission shall be effected in 
amounts determined by the Four-Power Finance Commis- 
sion and as it is correctly stated in General Robertson’s 
draft “Unanimous decisions arrived at by the Finance Com- 
mission will have the effects of law. Points of disagree- 
ment will be referred to Military Governors and if neces- 
sary to Governments.” 


The second problem concerns the guaranteeing of a pro- 
vision that there shall be no discrimination regarding the 
availability of currency and credits in Berlin. 

One of the most important tasks of the Four-Power 
Finance Commission, as it was pointed out in the reply 
of the Soviet Government to Mr. Bramuglia’s questions, is 
the supervision to guarantee that there shall be no dis- 
crimination or action against holders of Western marks in 
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connection, with the exchange of those marks issued in 
Berlin and also the according of equal treatment as to 
currency and provisions of fully accessible banking and 
credit facilities throughout all sectors of Berlin. As re 
gards the replies contained in the memorandum of the 
three powers submitted in answer to Mr. Bramuglia’s 
questions the Soviet party maintains the following point 
of view: 


1. Regarding the first question of Mr. Bramuglia as to 
what organizations will exercise the quadripartite control 
of the financial agreements on behalf of the Four Occupy-. 
ing Powers. 

The reply to this question given in the memorandum 
of the three powers does not differ from the point of 
view of the Soviet Government stated in its reply to the 
corresponding questions of Mr. Bramuglia. 

2. Regarding the second question of Mr. Bramuglia as to 
the functions of the quadripartite control organisations. 
Below follows the position of the Soviet party on six 
paragraphs of the memorandum of the three powers in 
connection with this question: 


a) The first paragraph of the reply of the three powers 
to this question envisages that the Finance Commission 
shall exercise control over all money, credit and banking 
matters in Berlin. 

The Soviet party considers that in accordance with 
the directive to the four Military Commanders of August 
30, the functions of the Finance Commission should be 
to exercise control with regard to the financial measures 
connected with the introduction and use in Berlin of the 
German mark of the Soviet occupation zone as the sole 
currency. 

b) The second paragraph basically concurs with the 
statement of the Soviet party which has already pointed 
out that equal treatment should be accorded as to cur- 
rency and fully accessible banking and credit facilities 
throughout all sectors of Berlin, i. e., no discrimination 
should be allowed; that applies to all banking and credit 
institutions of the city of Berlin in operation on June 
24, 1948 when the Western mark “B” was introduced in 
the three sectors of Berlin. 

c) Paragraph three. The Soviet party considers it 
necessary that a Berlin agency of the German Bank of 
Emission should be established which shall carry out the 
financial and credit policy in Berlin under the control 
of the Finance Commission on the basis of quadripartite 
agreements. 

d) Paragraph four. The Soviet party considers that 
the Finance Commission should exercise supervision and 
control over the fiscal policy and financial activity of 
the Berlin city authorities and approve them with the 
occupation costs reduced to greatest extent possible and 
also for the balancing of the Berlin budget. 

e) Paragraph five. The Soviet party does not object 
to the provision that the Finance Commission should 
exercise supervision and control over the agreement on 
the introduction of the German mark of the Soviet zone 
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as the sole currency for Berlin and on the withdrawal 
of the Western mark “B” from the circulation in Berlin. 

f) Paragraph six. The Soviet party considers that the 
issuance of import and export licences for Berlin should 
be effected by the Finance Commission. 


The Soviet party considers it necessary to provide that 
the Finance Commission in exercising its control should 
be guided by the observance of the guarantees provided 
for by the directive of August 30, 1948 in order to prevent 
that the use in Berlin of the German mark of the Soviet 
zone leads to the disorganization of currency circula- 
tion or disrupting the stability of currency in the Soviet 
occupation zone. 

3. On the third question of Mr. Bramuglia—over what 
financial operations and in what areas should quadri- 
partite control be exercised. 

The Soviet party considers that the quadripartite con- 
trol should be exercised in Berlin over all operations pro- 
vided for in its reply to the second question. 

4. On the fourth question of Mr. Bramuglia as to what 
should be the exact wording of the directive to be released 
for the implementation of quadripartite control. 

The Soviet party does not raise any objections that the 
agreement shall be put into effect by order of the four 
Military Commanders. 

5. On the fifth question of Mr. Bramuglia as to how 
will trade within Berlin and the Western zones and third 
countries be controlled, including the issuance of import 
and export licences. 

The Soviet party considers that the entire import and 
export of goods to and from Berlin should be carried out 
on the basis of licenses issued by the quadripartite Finance 
Commission and on the basis of observance of the net 
balance excluding deliveries of food, fuel and electric 
power which are supplied in the form of aid to Berlin, 
in fulfilment of the responsibilities of the occupying pow- 
ers for the maintenance of health and welfare of the 
population of the city; the cost of these supplies will 
evidently be credited to the liabilities of the magistrat. 
The transit through the Soviet zone of occupation of goods 
for which a license has been issued by the Finance Com- 
mission, should be effected without any obstacles. 

Regarding Mr. Bramuglia’s proposal for the establish- 
ment of a commission of financial experts composed of 
representatives of six countries (Argentina, Belgium, 
Canada, China, Colombia, Syria) the Soviet party already 
informed Mr. Bramuglia on November 29th that this 
question is a matter to be dealt with by the representatives 
of these countries. It was indicated that if such a com- 
mission was set up, the Soviet party might supply to this 
commission the necessary information. 

As regards other proposals on the Berlin question com- 
municated by Mr. Bramuglia recently, the attitude of the 
Soviet party as regards these proposals is defined by the 
attitude of the Soviet Union set forth by A. Y. Vyshinsky 
in the Security Council during the discussion of the Berlin 
question. It must be mentioned that the well-known pro- 
posal to establish a so-called “commission of good offices” 
can hardly lead to any progress. 
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[F] Statement to the Press by Marshal 
Sokolovsky 


November 20, 1948 


Marshal of the Soviet Union V. D. Sokolovsky, Com- 
mander-in-Chief of the Soviet occupation forces in Ger- 
many, has made the following statement to the press: 


The reply of the British Government to the letter of 
the President of the Third Session of the General As- 
sembly of the United Nations, Mr. H. Evatt, and the 
Secretary-General of the United Nations, Mr. Trygve Lie, 
on the Berlin question contains an unfounded assertion 
to the effect that the discussions among the four Military 
Governors in Berlin in September last were allegedly 
frustrated because the Soviet Government “failed to send 
instructions to their Military Governor in Berlin in ac- 
cordance with the understanding achieved among the 
representatives of the Western Powers and Prime Minis- 
ter Stalin during the discussions in Moscow.” 

This assertion is being disproved by facts well known 
to everybody. Actually, the Soviet Commander-in-Chief 
had both the directive of the four Governments of August 
30 on the Berlin question and all other instructions of his 
Government necessary for a positive solution of the Ber- 
lin question, loyally taking into consideration the interests 
of all the parties. This very position was maintained by 
the Soviet Command during the discussions in Berlin of 
August 31-September 7, 1948, when it exercised efforts to 
achieve a positive solution of the Berlin question. 


The position of the Soviet Command during these dis- 
cussions in Berlin has been openly and frankly outlined 
before the whole world in the statement of the Soviet 
Command of October 2, 1948, which up to the present time 
remains the sole documentary record of the proceedings 
of the Berlin discussions. 

It is characteristic on the other hand that the British 
Government have not even included the proposals of the 
British Military Governor in Berlin concerning the finan- 
cial and other matters in the so-called “White Paper” 
published by the British Ministry for Foreign Affairs. 
This happened because the proposals of the British Com- 
mand in Berlin greatly differed from the principles of 
the four Governments’ directive of August 30, 1948, that 
fact once again going to prove that the British Command 
did not even seek in Berlin to achieve an agreement on 
the basis of the directive of August 30, despite the fact 
that the directive carried the signature of the British 
Government. 

The above-said shows the groundlessness of the attempts 
of the British Government to justify their position in the 
Berlin question by means of inventing all kinds of tales 
about the Soviet Command in Germany. 

It should be noted that the principal vice in the posi- 
tion of the Western Powers on the Berlin question is 
a complete lack of desire on their part to take into account 
the interests of the Soviet zone of occupation in Germany 
as regards the solution of the currency problem in Berlin. 
Meanwhile, the directive of the Four Powers of August 
30 expressly states that “The Four Military Governors 
are charged with providing adequate safeguards to pre- 
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vent the use in Berlin of the German mark of the Soviet 
zone from leading to disorganizing currency circulation 
or disrupting to stability of currency in the Soviet zone 
of occupation.” Should there be sufficient understanding 
of the necessity of observance of this agreed principle all 
the remaining questions would have been easily settled. 

There exists a lack of desire to understand or a pre- 
tence at not understanding that but for the existence 
of a real threat to the economic principles in the Soviet 
zone in connection with the currency reform in Western 
Germany and the introduction of a second currency in the 
Western sectors of Berlin, there would have been no neces- 
sity for the Soviet Party to introduce any restrictions on 
the communication between Berlin and the Western zones 
of occupation of Germany. 

There is no necessity to repeat, that the Soviet party 
always sought to achieve a positive solution of the Berlin 
question, taking into account the mutual interests and 
existing international agreements. To this testify both 
the reply of the Soviet Government of November 16, 1948 
to the communication of Mr, Evatt and Mr. Trygve Lie, 
and the positive attitude of the Head of the Soviet Dele- 
gation to the General Assembly of the United Nations in 
Paris, towards the mediatory efforts of Mr. Bramuglia, 
President of the Security Council. 


ENCLOSURE 4 


[A] Statement to President of Security Council 
by Three Western Occupying Powers Concern- 


ing Establishment of Committee of Experts 
To Study Berlin Question 


The representatives of the United States of America, 
France, and the United Kingdom welcome the proposal 
of the President of the Security Council to establish a 
committee of neutral experts to study the Berlin cur- 
rency and trade problems. 

In welcoming the proposal to establish the committee 
of neutral experts, the three representatives desire to 
make it clear that they must reserve entirely the position 
of their Governments as regards any resolution which 
may subsequently be submitted to the Security Council 
after the Committee have reported. They would require 
to consider any such resolution in the light of the com- 
mittee’s report and of the general circumstances prevailing 
at that time. 

The three Western Powers accepted the proposed Se- 
curity Council resolution of October 25 and have reiterated 
their willingness to abide by its principles; the Soviet 
Union has rejected it. 

The Soviet Union during the period since October 25 
has consistently and continuously resorted to further 
measures directed against the city administration which 
have brought about an increasing split in the city. 

The three Western Powers cannot agree that they 
should be bound to submit to all Soviet measures which 
add to and intensify the Soviet blockade or which inter- 
fere with the city administration, while the Soviet re- 
mains wholly uncommitted to any restraint. The three 
Governments therefore repeat the reservation of their 
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right, declared to the Security Council when the Berlin 
question was submitted to that body “To take such meas- 
ures as may be necessary to maintain in these circum- 
stances their position in Berlin’ pending the outcome 
of the further efforts of the President of the Security 
Council, with which efforts France, the United Kingdom, 
and the United States have co-operated and will continue 
to co-operate. 


[B] Information on Berlin Currency Problem 
Submitted by Three Western Occupying Powers 
to President of Security Council 


In the reply recently presented by the three Western 
Powers to the President of the Security Council’s ques- 
tions on the Berlin currency problem it was pointed out 
that it would inevitably be difficult in practice to exercise 
four-power control of the currency in a city in which the 
previous unified administration under four-power control 
was not fully functioning at present and was indeed being 
rapidly diminished. In disregard of the expressed wish 
of the President of the Security Council that any steps 
should be avoided which would lead to a complication of 
the Berlin crisis, developments instigated by the Soviet 
command in Germany have now still further detracted 
from the unified character of the city administration. 

On the afternoon of 30 November, the Soviet authorities 
countenanced, and indeed encouraged, a series of events in 
their sector which have completed the exclusion of the 
legal city administration from its proper seat in the Soviet 
sector and from the exercise of its legal authority in the 
areas of Berlin which are under Soviet occupation. A 
earefully stage-managed meeting of Communists and Com- 
munist-front organizations (including a handful of former 
members from the other legal Berlin political parties) 
brought into being a body for which no legal basis exists, 
but which claims to be a provisional city government for 
the entire city of Berlin. 

Although this illegal body will be excluded from usurp- 
ing any functions of the legal city government as far as 
the Western sectors of Berlin are concerned, its existence 
in the Soviet sector, will end all possibility of the legal 
unified administration functioning on a city-wide basis. 
This is a development that the Western Powers have con- 
stantly striven to avoid. It is obvious that the de facto 
political division of the city makes the establishment of a 
single currency extremely difficult. 

The representatives of the Western Powers have as- 
sured the President of the Security Council that they are 
anxious to provide all possible assistance in the Council’s 
examination of the Berlin currency problem. They con- 
sider that the experts, who are attempting to work out a 
plan for the solution of this problem, must take into ac- 
count the existing position in Berlin and will find it useful 
to be given information on the underlying political back- 
ground of the existing division of the city administration. 
A chronology of the events which have taken place since 
June 1948 leading to the present situation is, therefore, 
attached. 
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The following short historical summary will, it is hoped, 
enable it to be more readily understood. 

The historical basis and the international agreements 
setting forth the rights, duties and obligations of the Four 
Occupying Powers in Berlin have been fully stated in the 
presentation of the Berlin case to the Security Council 
and in the White Papers on the Berlin problem published 
by the United States and the United Kingdom Govern- 
ments. In order to establish a democratically elected 
government to succeed the administration which had been 
appointed by the Soviet authorities at the time of their 
sole occupancy of the city, a temporary constitution under 
which city government was to be returned to elected 
German officials was approved by the Allied Co-ordinating 
Committee on 2 August 1946 and issued by the Komman- 
datura on 13 August 1946 to become effective in October 
1946. The Four Occupying Powers agreed that elections 
for the City Assembly under the approved temporary con- 
stitution should be held in early October 1946. In these 
elections the Socialist Unity Party (the Soviet-sponsored 
Communist party) was decisively defeated receiving only 
19.5 percent of the votes. 

The Magistrat (City Council) appointed by the newly 
elected Assembly was charged, under the general control 
of the Allied Kommandatura, with the duty of governing 
the city and for this purpose fourteen executive depart- 
ments were formed. German city councillors drawn from 
all the parties represented in the City Assembly but with 
a majority from the Social Democratic Party were ap- 
pointed as heads of these departments. 

The relationship of the departments of the Magistrat 
and of the Magistrat itself to the Allied Kommandatura 
was complicated. Since unanimous approval of the Allied 
Kommandatura was required for any major action taken 
by the Magistrat, the Soviet authorities, by withholding 
their consent, could and did hamper the conduct of the 
city’s affairs. 

For example in June 1947 they opposed the appoint- 
ment by the City Assembly and the Magistrat of Herr 
Reuter as Mayor of Berlin. Reuter was a Social Demo- 
crat with an outstanding record as an administrator, 
against whom no serious case was ever made by the 
Soviet authorities. Interference such as this had an in- 
creasingly serious effect upon the administration of the 
city and indeed progressively tended to split it in two. 

Soviet methods were not always the same. In cases 
when a department head of the city government was a 
member of the Socialist Unity party, they took the form of 
encouraging him to disregard the wishes and instructions 
of the Magistrat, whose servant he was, and to issue or- 
ders nominally applicable to the whole city which were 
acceptable neither to the Magistrat nor to the Western 
Powers but only to the Soviet authorities. In self-de- 
fence in such cases, either the Magistrat had to suspend 
the head of the department for defying their orders or the 
Western Powers had to take measures limiting the au- 
thority of the department in the Western sectors. 

A typical example of such Soviet tactics is the case of 
Berlin’s former police president, Paul Markgraf, a mem- 
ber of the SED, who consistently pursued a policy con- 
trary to the wishes of the Magistrat. The Magistrat, 
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therefore, sought to dismiss him in March 1948, subject 
to the approval of the Kommandatura. This was never 
obtained, because on the very day on which this matter 
was to be discussed, the Soviet element refused to par- 
ticipate any longer in its activities. The Magistrat then 
took the only course open to it under the circumstances 
and suspended Markgraf, an act not requiring Kom- 
mandatura approval and appointed in his stead, as acting 
police president, Dr. Stumm. This appointment was sub- 
sequently confirmed by the three Western Commandants., 
The Soviet Commandant in Berlin refused to recognize 
the suspension and demanded Dr. Stumm’s dismissal. 
Markgraf continued to occupy the police offices in the 
Seviet sector and Dr. Stumm was forced to establish his 
headquarters in the Western sectors of Berlin. Hence, 
since July 1948, there have been two police forces 
operating in Berlin, the one in the Soviet sector having 
no legal basis whatever and able to operate there only 
because of the support of the Soviet authorities. 

In other cases where the head of the department con- 
cerned was a member of one of the non-Communist parties, 
intervention by the Soviet authorities was even more di- 
rect. In such cases the Soviet Military Administration, 
assuming a power which it did not have, took unilateral 
action and either dismissed the official concerned (an il- 
legal action whose practical effect was to remove the 
Soviet sector from his jurisdiction) or set up a rival 
office within his department, whose authority was ex- 
clusively recognized in the Soviet sector. In addition, 
the Soviet authorities in some cases went so far as to 
arrest non-Communist German officials. For example, in 
August 1948, the SMA unilaterally ordered the dismissal 
of the Director of the Central Coal Organization of the 
Magistrat’s Department of Economy. The Magistrat re 
fused to recognize this Soviet order, pointing out that such 
orders were only valid if approved and duly transmitted 
by the four-power Kommandatura. The SMA thereupon 
promptly arrested the Director, whose office was located 
in the Soviet sector, and appointed its own designee as his 
successor. Earlier, on July 26, 1948, the Magistrat had 
been ordered by the Soviet authorities to establish a sepa- 
rate section in the Central Food Office to carry out the 
Soviet offer of food rations to all inhabitants of Berlin 
provided that they registered with shops in the Soviet 
sector. The following day the Soviet authorities informed 
the personnel of the Central Food Office that they had 
one hour in which to decide whether to work with them 
on the Soviet program. The result was a division in the 
Food Office in which Soviet sector food distribution was 
controlled by the SMA while the Magistrat’s Central Food 
Office continued to have jurisdiction over food distribution 
in the Western sectors. 

The Soviet authorities also introduced other measures 
dividing the Soviet sector from the Western sectors in con- 
nection with the blockade of Berlin; and the City As- 
sembly was obliged, long before the events of 30 No- 
vember, to move its headquarters to the Western sectors 
because of Soviet failure to provide protection against mob 
demonstrations organized by the Socialist Unity Party. 
Many of the departments of the Magistrat were likewise 
compelled to move to the Western sector. 
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The above are examples of Soviet actions, extended over 
a period of many months, to bring about a piecemeal (and 
finally a total) division of the city by constant inter- 
ference in the normal processes of the unified German 
city administration. The Western Powers, on the other 
hand, have constantly maintained a policy of non-inter- 
ference with the legitimate and quadripartitely authorized 
functioning of the city government. It has been their con- 
viction that interference is unfortunate because (a) it 
destroys the unity upon which the constitutional adminis- 
tration of the city of Berlin depends, and (b) believing 
as they do in the basic importance of the role of law in 
democratic life, they cannot countenance the systematic 
and arbitrary actions of the SMA to set aside laws adopted 
by the people and approved by quadripartite agreement. 

A case in point is the city elections which must take 
place during 1948 as provided by the temporary con- 
stitution approved by all Four Occupying Powers, under 
the terms of which the city administration has been oper- 
ating since 1946. Although the Soviet authorities pro- 
fessed agreement as to the desirability of free democratic 
elections throughout Berlin, the Soviet Commandant stip- 
ulated conditions precedent to the holding of an election 
which were known to be unacceptable to the City As- 
sembly. The purpose of these conditions was clearly 
revealed when following their rejection by the City As- 
sembly the Soviet authorities forbade the holding of the 
elections in the Soviet sector. The Western Allies, on 
the contrary, regard the elections as a purely German 
matter and as such they will take place in the Western 
sectors on 5 December, the date arranged by the proper 
German authorities. 

The Soviet authorities have refused to recognize the 
validity of the elections on December 5 and instead have 
proceeded since November 30, as previously described, to 
the establishment in the Soviet sector of an unconstitu- 
tional body with no claim whatever to represent the peo- 
ple of the city of Berlin or even of the Soviet sector. 
These developments pose new and grave problems for the 
solution of Berlin’s currency difficulties. These new prob- 
lems have arisen because of interference on the part of 
Soviet authorities with the normal workings of the Berlin 
constitution ; they could even now be set aside if the Soviet 
authorities were to disown the unconstitutional body cre- 
ated in the Soviet sector on November 30, 1948, and in 
conformity with the constitution permit elections to be 
held on a city-wide basis. 


ENCLOSURE 5! 


[A] Informal Memorandum to Currency Ex- 
perts of France, U.K., U.S., and U.S.S.R. From 
Technical Committee Submitting Preliminary 
Draft Recommendations 


I am submitting herewith for your comments the first 
draft recommendations of the Technical Committee on 
Berlin Currency and Trade, which was set up pursuant 


* For the documents in enclosure 5 not here printed, see 
United Nations press release SC/908, Mar. 15, 1949, pp. 
75-88. 
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to decision of the President of the Security Council on 
30 November 1948. 

I should like to emphasise that the attached draft rec- 
ommendations are an internal working paper of the Com- 
mittee and do not represent the Committee’s final views 
or formulations. In an endeavour to keep within the 
limited time period assigned for its work, the Committee 
has outlined in specific terms what appears to it to con- 
stitute the elements of an equitable and workable settle- 
ment, without indicating in detail the considerations 
which were weighed at each stage. 

In an effort at greater clarity, the first draft recommen- 
dations have largely been phrased in the mandatory tone 
of a directive, although it is fully appreciated that such a 
formulation (e. g., the repeated use of the word “shall”) 
is inappropriate to its character as a draft of a communi- 
cation to the President of the Security Council. 

You will understand that, before presenting its final 
report to the President of the Security Council, the Com- 
mittee would wish to have available the detailed techni- 
cal observations of the interested parties on particular 
points relevant to these draft proposals. 

To this end, it would be helpful if you could present 
such observations as you might care to make to the 
Chairman of the Committee on 3 January 1949, in Geneva. 


[B] Preliminary Draft Recommendations of 
Technical Committee 


I. Functions of the Four Power Finance Commission 


1. The controlling agency for the introduction and con- 
tinued use of a single currency in Berlin and all related 
measures in the field of economic, finance, banking and 
credit policy, as well as for the control of trade between 
Berlin and the Western zones of Germany and foreign 
countries, shall be a Finance Commission consisting of 
representatives of the Military Governors of the Four 
Occupying Powers. For reasons developed later it is 
believed that the Commission could best discharge these 
responsibilities by setting up four continuing Sub-Com- 
missions on Currency, Banking, Administrative Finance 
and Trade. It is assumed that the Finance Commission 
would have the power to create further Sub-Commissions, 
either on a continuing or ad hoc basis, if it should con- 
sider further administrative delegation necessary. 

2. Unanimous decisions arrived at by the Finance Com- 
mission or its permanent Sub-Commissions will have the 
effect of law. Points of disagreement in the Finance 
Commission shall be referred to the Military Governors 
and, if necessary, to the Governments. 

3. The Commission and its Sub-Commissions, in execut- 
ing their policy, will act, in part, directly; in part, 
through the control or supervision of the following agen- 
cies which are already in being or which it is recom- 
mended should be set up: The Berlin Branch of the 
German Bank of Emission of the Soviet zone; the Berlin 
Board of Trade; the Berlin Banking Institutions (which 
are to be organized in a manner described below) ; other 
administrative bodies of the City of Berlin, in so far as 
they are entrusted with the responsibility for the eco- 
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nomic controls which fall within the purview of the Fi- 
nance Commission and its Sub-Commissions. The func- 
tions to be assigned to these agencies, and the way in 
which they could be expected to work, are described 
below. 

4. In exercising its authority, the Finance Commission 
or its Sub-Commissions shall, at all times, be governed by 
the following general principles, which shall also govern 
the conduct of the other institutions referred to in para- 
graph 3, to the extent that these principles are relevant 
to their operations: 


(a) There should be equal treatment as to currency 
and the provision of fully accessible banking and credit 
facilities throughout all sectors of Berlin. 

(b) Policy should aim at promoting the economic re- 
covery of Berlin and should, at the same time, provide 
adequate safeguards to prevent the use of a single cur- 
rency in Berlin from leading to disorganizing currency 
circulation or disrupting the stability of currency in the 
Soviet zone. 

(c) To further the application of the principles set out 
in (b), prices and rates of wages should continue to be 
subject to control and no substantial differences in con- 
trolled prices and wages should be permitted as between 
the various sectors of Berlin and between Berlin and the 
Soviet zone. Similarly, rates of taxation should be kept 
in line in Berlin and the Soviet zone to the extent that 
such policies are compatible with the maintenance of 
budgetary stability. The four Military Governors are 
charged with ensuring that price and wage levels agreed 
upon in the Finance Commission are made effective in 
their respective sectors, and that the necessary measures 
are taken to prevent evasion of the controls or black mar- 
ket operations. To ensure the observance of this prin- 
ciple, the Military Commanders will furnish the Finance 
Commission at monthly intervals (or more frequently, if 
necessary) with detailed information concerning the ex- 
isting regulations in regard to prices and wages, and will 
instruct the appropriate local administrative authorities 
in their sectors to make such changes in price and wage 
regulations as the Commission agrees to be necessary. 

(d) In further application of the general principles set 
out in (b) the rules of banking in regard to the with- 
drawability of cash from deposits and non-cash settle- 
ments for transactions shall be substantially the same as 
between the various sectors of Berlin and between Berlin 
and the Soviet zone. To ensure the observance of this 
principle the Banking Sub-Commission of the four-power 
Finance Commission shall supervise the conduct of credit 
institutions in Berlin. 

(e) To prevent an undue scarcity of currency and credit 
in Berlin which might be caused by a disproportional in- 
crease in currency circulation in the Soviet zone, subse- 
quent emission of currency in Berlin, through the Berlin 
Branch of the German Bank of Emission of the Soviet 
zone, shall be based on the rule that the initial proportion 
between the total currency issued in Berlin and the cur- 
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rency issued in the Soviet zone must be maintained and 
departures from this rule shall require four-power agree- 
ment. In order to enable the Finance Commission to en- 
sure the observance of this principle, the German Bank of 
Emission of the Soviet zone shall furnish the Finance Com- 
mission with figures relating to the monthly changes in 
note circulation in the Soviet zone not later than five days 
after the end of the month to which the figures relate; it 
being understood that the reception of such data shall not 
entitle the Finance Commission to exercise any influence 
whatsoever over the operations in the Soviet zone of the 
German Bank of Emission of the Soviet zone. 

(f) In the interests of monetary and economic stability 
the budgets of public authorities throughout Berlin shall 
be balanced, i. e. current expenditure shall be fully cov- 
ered by current ordinary revenue. The Finance Commis- 
sion, through its Sub-Commission on Administrative Fi- 
nance, shall control the observance of this principle and 
the Military Commanders shall make available to this 
Sub-Commission data relating to the estimated future 
revenue and expenditure of the municipal authorities for 
the budgetary period as well as the actual revenue and 
expenditure for the preceding month, not later than ten 
days after the end of the month to which they relate. 
Temporary credits granted by the Berlin Branch of the 
German Bank of Emission to the municipal authorities 
for the purposes of covering seasonal deficiencies in the 
revenue relative to expenditure shall not exceed 1% 
months’ expenditure. 


(g) The Four Occupying Powers agree to reduce the 
costs of occupation financed out of the budgets of the 
municipal authorities to the greatest extent possible. 
To implement this principle the Finance Commission 
shall be instructed to work out a new four-power agree- 
ment relating to such occupation costs in Berlin within 
three months of the date of the currency arrangements 
taking effect. 

(h) To promote the economic recovery of Berlin and 
to protect the currency circulation in the Soviet zone, 
the trade of Berlin with the Western zones of Germany 
and foreign countries shall be subject to four-power con- 
trol, the operation of which shall be based on the prin- 
ciple of a net balance of exports and imports, applied 
over annual periods, excluding deliveries of food, fuel 
and electric power supplied by the Occupying Powers 
in the form of aid to Berlin, and excluding also com- 
modity imports financed by external credits to firms, in- 
stitutions or organizations in Berlin with the approval 
of the Sub-Commission on Trade. The operation of for- 
eign trade measures shall be the responsibility of the 
Berlin Board of Trade, acting under the control of the 
Sub-Commission on Trade of the Finance Commission. 

5. Detailed suggestions for the carrying out of these 
principles, and for the functions and constitution of the 
agencies which, it is recommended, should be given the 
administrative responsibility for applying them, are set 
out below. 
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Il. Arrangements Relating to Currency and Credit 


(A) The constitution, functions and rules of operation 
of the Berlin Branch of the German Bank of Emission 
of the Soviet zone 


6. There shall be established a Berlin Branch of the 
German Bank of Emission (hereinafter referred to as 
the Berlin Branch) which shall have the sole right of 
currency issue in Berlin and which will commence opera- 
tions not later than the date of the introduction of the 
German mark of the Soviet zone as the sole currency 
of Berlin. From that date the German Bank of Emission 
of the Soviet occupation zone shall, subject to paragraph 
11 below, suspend its activities entirely in so far as they 
relate to the area of the City of Berlin and transfer all 
such activities under paragraphs 3, 4, 14, 15 and 16 of the 
Statutes of the German Bank of Emission of the 20 July 
1948 (published in Zentralverwaltungsblatt, Number 36, 
of the 1 September 1948) to the Berlin Branch set up 
on the basis of four-power agreement. Simultaneously, 
all business outstanding at this date with the German 
Bank of Emission of the Soviet zone and which concerns 
creditors or holders of accounts located in Berlin shall 
be transferred to the Berlin Branch for further action 
and settlement. 

7. The statutory rules of conduct of the Berlin Branch 
shall be the same as those now in force in its parent body, 
the German Bank of Emission of the Soviet zone, with 
modifications appropriate to its character as a body under 
four-power control and as a branch establishment of 
the German Bank of Emission of the Soviet zone. All 
changes in the present Statutes of the German Bank of 
Emission of the Soviet zone shall not apply to the Berlin 
Branch until after their approval by the Finance Com- 
mission. 

8. For this purpose the powers and functions reserved 
for the Administration Board of the German Bank of 
Emission under the present statutes of the German Bank 
of Emission, which are specified in paragraphs 9, 10, 16, 
21 and 26 of the said Statutes, as well as the powers 
reserved to the Central Board of Finance in paragraphs 
4, 24, and 25 of the said Statutes, shall in the case of the 
Berlin Branch be assumed by the Currency Sub-Commis- 
sion of the Four-Power Finance Commission. The approval 
of the Currency Sub-Commission shall be required for any 
regulations which the Berlin Branch may issue under 
paragraphs 3 and 4 of these Statutes. Any existing rules 
of the German Bank of Emission of the Soviet zone is- 
sued under paragraphs 3 and 4 of its Statutes shall, un- 
less explicitly referred to below, be applicable to the 
Berlin Branch only with the approval of the Currency 
Sub-Commission. In performing these functions, the Cur- 
rency Sub-Commission shall meet in the premises of the 
Berlin Branch at least once a week. The Currency Sub- 
Commission shall operate with the unanimity rule. 

9. Similarly, the Board of Directors of the Berlin 
Branch, which shall consist of eight members, shall as- 
sume the same powers and functions as are provided for 
the Board of Directors of the parent body and specified 
under paragraphs 10, 12 and 13 of the Statutes. To safe- 
guard the character of the Berlin Branch as a branch 
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establishment of the German Bank of Emission of the 
Soviet zone, four of the eight members composing the 
Board of Directors shall be appointed directly by the 
Administration Board of the German Bank of Emission 
of the Soviet zone. Each of the members of the Finance 
Commission shall appoint one of the other four members 
of the Board in consultation with the Directors of the 
credit institutions in their respective sectors. The Chair- 
manship of the Board shall rotate at six-monthly inter- 
vals among the members of the Board appointed by the 
members of the Finance Commission. In the Board of 
Directors, decisions shall be taken by a simple majority 
vote; in the case of a tie, the Chairman’s casting vote 
shall decide. The Board of Directors cannot delegate 
responsibility to individual members of the Board, but 
must act jointly as a body. 

10. The German Bank of Emission of the Soviet zone, 
which will be represented on the Board of Directors of 
the Berlin Branch in the manner provided in paragraph 
9 above, shall give effect to its views concerning the 
policy of operation of the Berlin Branch through its rep- 
resentation on the Board of Directors. The Chairman of 
the Board of Directors shall represent the Board in deal- 
ings with the German Bank of Emission of the Soviet 
zone. 

11. The German Bank of Emission of the Soviet zone 
shall furnish the Berlin Branch with a sufficient amount 
of notes of the German Bank of Emission to carry out 
its obligations in connection with the introduction of 
the German mark of the Soviet zone as the sole currency 
of Berlin and as specified under paragraphs 19 to 28 below. 
It further undertakes: 


(a) to provide a sufficient amount of notes, to enable 
the Berlin Branch to commence operations with a cash 
reserve of 15 million German marks; 

(b) to provide thereafter sufficient notes of the Ger- 
man Bank of Emission in order to meet the loans, redis- 
counts, ete., granted by the Berlin Branch in accordance 
with its rules. 


12. Issues of currency by the Berlin Branch subsequent 
to the initial conversion operation can be undertaken only 
in return for bills of exchange, securities, etc., as pro- 


vided for in the Statutes. Such securities shall be kept 
at the Berlin Branch for the account of the German Bank 
of Emission of the Soviet zone. Sale of these securities 
will require the approval of the German Bank of Emis- 
sion of the Soviet zone and its Berlin Branch. 

13. The Berlin Branch, in accordance with the prin- 
ciple of paragraph 14 of the Statutes of the German Bank 
of Emission, can deal only with the credit institutions 
in Berlin, described in paragraph 30 below, and with the 
municipal authorities. It should also act as the clearing 
house between the different banks of Berlin and (in 
accordance with the principle of paragraph 17 of the 
Statutes of the German Bank of Emission), it shall be 
the clearing office between Berlin and the Laender Banks 
of Emission of the Soviet zone, other occupation zones of 
Germany, and foreign countries. 

14. In accordance with the principle governing the pol- 
icy of the Finance Commission and described in para- 
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graph 4 (e) above, the Board of Directors of the Berlin 
Branch shall accept a sufficient amount of bills of ex- 
change, securities, etc., for rediscount in any one month 
to ensure that the supply of currency to Berlin is no less 
favourable than the supply of currency in the Soviet zone. 
For this purpose the Currency Sub-Commission of the Fi- 
nance Commission shall communicate to the Board of 
Directors the total monthly credit to be made available 
against securities pledged, or in the form of rediscount ; 
this sum being arrived at in accordance with the pro- 
cedure described in paragraph 4 (e) as being the same 
percentage addition to the amount of currency already 
issued in Berlin, as the net amount of currency issued in 
the Soviet zone outside Berlin in the preceding month is 
to the amount of currency in circulation in the Soviet 
zone at the beginning of the preceding month. If the 
Board of Directors deems it necessary to depart from 
this general rule, either by making the volume of credit 
to be made available during the month larger or smaller 
than the amount indicated by the application of this 
general rule, they must submit their detailed proposals 
to the Currency Sub-Commission of the Finance Com- 
mission. The latter shall announce its decision within 
six days of the receipt of such a request. 

15. In order to operate the rule described in the pre- 
ceding paragraph, the German Bank of Emission of the 
Soviet zone shall furnish the Currency Sub-Commission 
of the Finance Commission with the following data: 


(i) The total amount of German marks of the Soviet 
zohe issued, (i. e., the notes in circulation plus the cash 
reserve of banking institutions other than the German 
Bank of Emission) up to the date on which the German 
mark of the Soviet zone becomes the sole currency of 
Berlin, plus all giro deposits.and other sight liabilities 
of the German Bank of Emission of the Soviet zone out- 
standing on that date, indicating separately: 


(a) the amount issued in Berlin (i. e., through the 
Stadtkontor or directly to the Municipal Authorities of 
Berlin) ; 

(6) the amount issued elsewhere. 


This information shall be supplied on or before the date 
on which the German mark of the Soviet zone becomes 
the sole currency of Berlin. 

(ii) Information identical in content with (i) above 
for the end of each subsequent month. This information 
shall be supplied five days after the end of the month 
to which the figures relate. 


16. The volume of credit which is to be made available 
monthly to Berlin shall be distributed among the various 
credit institutions of Berlin in accordance with the prin- 
ciple of non-discrimination laid down in paragraph 4 (a). 
This is to be interpreted to mean that credit should be 
granted to the Eastern and Western sectors of Berlin in 
the proportions determined by the relative numbers of 
the occupied population (including both employed and 
unemployed) in these sectors, unless agreed otherwise 
by the Currency Sub-Commission. 

17. In order to ensure that individual credit institutions 
have access to the credit facilities provided by the Berlin 
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Branch without favour or discrimination, the Board of 
Directors shall fix regular credit limits for the individual 
credit institutions specified in paragraph 30 below, in 
proportion to the volume of their assets. The Board of 
Directors undertakes to provide facilities for rediscount 
within these limits to the individual credit institutions, 
provided that: 


(a) The individual credit institutions offer securities 
which come within the current list of eligible securities. 
(The list of the eligible securities, in accordance with par- 
agraphs 3, 9 and 15 of the Statutes of the German Bank 
of Emission of the Soviet zone, and its application to the 
Berlin Branch, described in paragraph 8 above, shall be 
subject to approval by the Currency Sub-Commission of 
the Finance Commission. ) 

(b) The volume of requests for credit by the individual 
credit institutions does not exceed the total amount made 
available for the month, in accordance with paragraph 14 
above. If the sum of the properly supported requests for 
credit by the individual credit institutions exceeds this 
total amount, only a proportion of the credit requests 
can be satisfied this proportion shall be determined by the 
percentage which the total amount of credit to be made 
available bears to the total volume of credit requests for 
the month. A more liberal granting of credit shall require 
the approval of the Currency Sub-Commission. 


18. Requests for credit by the Municipal Authorities to 
cover seasonal differences between revenue and expendi- 
ture shall be granted, provided such credits outstanding 
at any one time do not exceed 14%4 months’ expenditure by 
the authorities in question, as approved in their budget. 
Credit requests in this paragraph shall not be refused, 
even though they may conflict with the rules laid down in 
paragraph 14. 

(B) Arrangements relating to the introduction of the 
German mark of the Soviet zone as the sole currency of 
Berlin 

19. On the day of the coming into effect of the current 
and related agreements in regard to Berlin, which shall be 
announced by order of the Military Commanders, the 
German mark of the Soviet zone shall be introduced as 
the sole currency for Berlin and the Western mark “B” 
shall be withdrawn from circulation. 

20. The exchange of the Western mark “B” for the 
German mark of the Soviet zone shall be at the rate of 
one to one. 

21. Small metal coins now in circulation shall continue 
to circulate. 

22. The following shall be exchanged in Berlin into 
German marks of the Soviet zone when presented for 
conversion. 


(a) All “B” marks held by individuals, juridical per- 
sons and associations resident in Berlin, with the excep- 
tion of “B” marks held by credit institutions. 

(b) All “B” marks belonging to the Occupation Author- 
ities and to Occupation personnel located in Berlin at 
the time of the conversion, excluding “B” marks held 
by the Currency Commission. 
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23. The following shall be converted into deposits of 
German marks of the Soviet zone: 


(a) All “B” mark deposits in current accounts or sav- 
ings accounts in credit institutions located in the West 
sectors of Berlin held by individuals, juridical persons and 
associations resident in the Western sectors of Berlin. 

(b) All Reichsmark deposits which are at present held 
by the banks of the Western sectors of Berlin and which 
shall be revalued in accordance with the provisions laid 
down in the orders of the Military Governors of the 
United Kingdom, United States, and French zone of oc- 
cupation relating to monetary reform. 


24. On the same date all liabilities expressed in Western 
marks “B” by individuals, juridical persons or associa- 
tions, subject only to the provisions of paragraph 63 be- 
low shall be automatically converted into liabilities in 
terms of the German marks of the Soviet zone. 

25. The conversion shall take place, under the control 
of the Berlin Branch, at the banking offices located in the 
Western sectors of the City of Berlin. This operation 
shall be supervised by the Finance Commission. The 
conversion operation must be completed within five days. 

26. The conversion of “B” marks in the Western zones 
of Germany will be completed within the same five-day 
period as the conversion in Berlin. 

27. With the completion of the conversion operations, 
Western marks “B” will cease to be valid as a currency 
and will no longer be acceptable for conversion into marks 
of the Western zones of Germany. 


28. Any “B” marks converted in Berlin shall be turned 


over by the Berlin Branch of the German Bank of Emis- 
sion to the representative of the Western Occupying Pow- 
ers for purposes of destruction. The letter certifying the 
destruction of these notes, as well as of the Western 
marks “B” converted under paragraph 26 above, will be 


transmitted by the Occupying Powers to the Finance Com- 
mission. 


29. Simultaneously with the introduction of the Ger- 
man mark of the Soviet zone as the sole currency of Ber- 
lin, the accounts of juridical persons, associations or pro- 
fessional persons, resident in the Western sectors of Ber- 
lin, with banks in the Eastern sectors which are now 
blocked, shall be unblocked and made available and trans- 
ferable; it being understood that the credits which were 
advanced in Western marks “B” against these blocked 
accounts to such juridical persons, associations or pro- 
fessional persons in Western marks “B” shall be repaid 
simultaneously, out of the deposits thus unblocked of 
German marks of the Soviet zone. At the same time, the 
German Bank of Bmission of the Soviet zone shall take 
all necessary steps to allow the existing deposits in coupon 
marks of the German Bank of Emission with the Western 
sector banks to be converted into German marks of the 
Soviet zone. 

(C) Organization of Berlin Banking Institutions 

30. The existing banking institutions of Berlin, i. e. the 
Stadtkontor, Volksbank and Sparkasse, are to be reor- 
ganized on a sectoral basis. This means that the existing 
branches of these institutions located in the Eastern (i. e. 
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Soviet) sector in Berlin, shall henceforth be branches of 
the Head Offices to be established in the Eastern sector 
of Berlin; while the existing branches of these institu- 
tions located in the Western (i. e. United Kingdom, United 
States, and French) sectors of Berlin, shall henceforth 
be branches of the Head Offices to be established in the 
Western sectors. Further credit institutions can be cre- 
ated in Berlin only with the approval of the Banking 
Sub-Commission of the Finance Commission. 

31. Under this reorganization, the existing assets and 
liabilities of banking institutions or branches located in 
the Western sectors of Berlin, including the assets held 
by the Currency Commission, shall be re-assigned among 
the three banking institutions indicated above. In this 
connection each of these three institutions shall clear its 
existing claims and liabilities with the banks of the East- 
ern sector of Berlin on the principle that claims shall be 
offset against liabilities and the remaining difference set- 
tled by the transfer of assets. A similar procedure shall 
be followed in the case of the reorganization of banking 
institutions in the Eastern sector of Berlin. Property 
owned by the three institutions in the various sectors of 
Berlin shall be assigned to the new sectoral institutions 
in the area in which the property lies. All other assets 
owned by these banking institutions shall be divided be- 
tween the new sectoral institutions according to the prin- 
ciple of equity, i. e. so that there should be no undue gain 
or loss resulting from the sectoral reorganization of 
credits. Depositors should maintain accounts with the 
new sectoral institutions, according to the location of their 
residence. 

82. The reorganization of the banking institutions out- 
lined above shall be executed under the direction of and 
according to the rules laid down by the Banking Sub- 
Commission of the Finance Commission which may ap- 
point special organs for the execution of its task. 

33. The Head Office of each banking institution shall 
keep a giro account with the Berlin Branch of the German 
Bank of Emission. 

34. A minimum cash reserve ratio of the credit institu- 
tions shall be fixed by the Berlin Branch of the German 
Bank of Emission of the Soviet zone, and shall be uni- 
form throughout Berlin. 

35. The general rules of credit policy to be followed by 
individual banking institutions shall be laid down by the 
Berlin Branch of the German Bank of Emission in ac- 
cordance with paragraphs 7 and 8 above. These rules 
shall not, however, involve any control whatsoever by the 
Berlin Branch over individual customers in their relations 
with their banks. 

36. The Head Offices of the (sectoral) banking institu- 
tions shall also negotiate their individual credit limits 
with the Berlin Branch of the Bank of Emission in ac- 
cordance with paragraph 17 above. All banking institu- 
tions throughout Berlin shall follow the rules laid down 
in paragraphs 2 and 3 of the decree of 8 July 1948, of the 
German Economic Commission of the Soviet Zone for the 
Purpose of Regulating Cash Circulation and Non-cash 
Payments. This means that cash withdrawals from the 
account of juridical persons, associations and professional 
persons employing three or more employees, shall be 
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limited to payment in respect of wages and salaries, small 
business transactions and ordinary petty expenses. All 
other payments shall be effected through a transfer of 
credits between deposits. 

37. Juridical persons (other than banking institutions), 
associations and professional persons employing three or 
more employees, throughout Berlin, shall keep accounts 
with one of the authorised banking institutions in their 
respective sectors and they shall deposit any cash in their 
business in excess of one week’s turnover, calculated on 
the basis of the average monthly cash turnover for the 
preceding three months. 

88. Responsibility for carrying out the rules laid down 
in paragraph 36 above shall lie with the Banking Sub- 
Commission of the Finance Commission, and with the 
Military Commanders for each sector, with respect to 
paragraph 37. 

39. The Banking Sub-Commission of the Finance Com- 
mission shall work out detailed regulations for the ob- 
servance of rules laid down in paragraphs 33 to 37 above. 
The Banking Sub-Commission shall also lay down rules 
governing banking practice e. g. the proportion of assets 
which shall be held in a readily realisable form, the kind 
of business which banks may legitimately undertake, etc., 
and such rules shall be uniform throughout Berlin. 

40. The initial balance sheets of the reorganized bank- 
ing institutions shall be submitted to the Banking Sub- 
Commission for approval. This procedure shall also ap- 
ply to subsequent balance sheets showing the profit and 
loss accounts and capital accounts. 

41. The banking institutions reorganized in the manner 
described in paragraph 30 shall commence operations not 
later than the day on which the German mark of the 
Soviet zone becomes the only currency of Berlin. They 
shall, from this date onwards, follow the rules regarding 
the limited withdrawal of cash etc., laid down in para- 
graphs 36 and 37 above; and in regard to all other rules 
mentioned in paragraphs 34, 35, 39 and 40 above, insofar 
as they were not agreed upon by the Banking Sub-Com- 
mission or the Currency Sub-Commission by the date they 
commence operations, the banks shall follow the ordinary 
rules of banking, in order to maintain their solvency and 
liquidity until such time as the Berlin Branch of the 
German Bank of Emission and the Banking Sub-Commis- 
sion are able to formulate more explicit rules for the 
conduct of their operations. 


Ill. Arrangements Relating to Trade 


(A) The constitution, functions and rules of operation 
of the Berlin Board of Trade 

42. Under the control of the Trade Sub-Commission of 
the Finance Commission, as specified below, there shall be 
established a Board of Trade for Berlin which shall com- 
mence operations not later than the date of the intro- 
duction of the German mark of the Soviet zone as the 
sole currency for Berlin. It shall be the responsibility 
of the Berlin Board of Trade to execute the policies in 
regard to the foreign trade of Berlin and to act also as an 
advisory body in regard to price and wage regulations. In 
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particular, it shall be the responsibility of the Board of 
Trade to: 


(a) issue licences for exports from and imports into 
Berlin from the Western zones of Germany and foreign 
countries ; 

(b) conclude trade agreements with the Western zones 
of German and foreign countries ; 

(c) arrange that payments into and out of the foreign 
trade clearing accounts shall be in accordance with the 
rules and obligations relating thereto; 

(d) compile statistics in regard to foreign trade; 

(e) keep under review the rules, and the application of 
those rules, in the various sectors of Berlin relating to 
the control of prices and wages and make recommenda- 
tions to the Finance Commission in the interests of uni- 
formity. 

43. The management of the Board of Trade shall con- 
sist of 

(a) an Administration Board 

(b) a Board of Directors. 


44. The Administration Board shall consist of the mem- 
bers of the Sub-Commission on Trade of the Finance 
Commission. 

45. The members of the Board of Directors shall be 
appointed by the Occupying Powers with the advice of 
the appropriate Municipal Authorities. The Board of Di- 
rectors shall consist of six Directors, of which the Soviet 
Occupying Authorities shall appoint three. The other 
three Directors shall be appointed by the United Kingdom, 
United States and French occupying authorities. The 
Chairman shall be elected from among the members of the 
Board, and shall hold office for three months. The Chair- 
manship shall rotate as between the members appointed 
from the Eastern sector and Western sectors. The de- 
cisions of the Board of Directors shall be by simple ma- 
jority vote; in the case of a tie, the Chairman’s casting 
vote shall decide. 

46. The Administration Board shall undertake the gen- 
eral management and control of the institution. The 
Board of Directors shall conduct all business in accord- 
ance with the rules and principles specified below and the 
further interpretation of these by the Administration 
Board. The Board of Directors shall represent the Board 
of Trade legally and in all other respects and shall be 
responsible for the employment and dismissal of employ- 
ees of the institution. The Administration Board shall 
approve all trade agreements concluded by the Board of 
Trade. The Administration Board as a whole or indi- 
vidual members may inspect all the books and business 
papers of the institution and demand from the Board of 
Directors all the information which they deem necessary. 

47. The clearing accounts in connection with foreign 
trade shall be kept by the Berlin Branch of the German 
Bank of Emission of the Soviet zone in the name of the 
Berlin Board of Trade. The ultimate beneficial owners of 
any assets arising out of the clearing accounts shall be 
the Municipal Authorities of the City of Berlin, who are 
also ultimately responsible for any liabilities which may 
arise. 
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48. The activities of the Board of Trade, in relation to 
foreign trade, shall be guided by the following principles: 


(a) the trade of Berlin shall be conducted on an ex- 
pansive basis in such a manner as to promote the economic 
recovery and development of Berlin as a whole, 

(b) the trade shall be conducted in such a manner 
as to result in a net balance of trading operations over 
annual period as provided in paragraph 4 (h) above. 
This net balance shall be sought not only as regards the 
aggregate trade of Berlin, but also separately in the trade 
with the Western zones of Germany and with individual 
foreign countries as regulated by agreements except in 
so far as such agreements themselves provide for the 
settlement of balances in some other manner, 

(c) in accordance with the principle described in para- 
graph 4 (h), deliveries of food, fuel and electric power 
supplied to Berlin in the form of aid and such repayment 
thereof as may in future be arranged, are not to be in- 
cluded in the calculation of net balances of imports and 
exports, 

(d) similarly, approved imports which result from ex- 
ternal credits granted to firms, institutions or organiza- 
tions in Berlin, shall not be included in calculating the net 
balances of imports and exports for the period when the 
commodities are imported ; nor shall the offsetting exports 
be included in calculating the net balances for the period 
in which these credits are being repaid in accordance with 
the terms on which the external credit was granted. 


49. Particular contracts for imports and exports may 
be negotiated either by private firms or publicly owned 
trade organizations. In each case exports and imports 
arising out of particular contracts shall require licences 
issued by the Board of Trade before the contracts can be 
effected. The Board of Trade shall after scrutiny of ap- 
plications grant licences if the application are in accord- 
ance with the terms of the agreements in force between 
Berlin and the Western zones of Germany or foreign 
countries. 

50. In case there is no trade agreement in force with 
the Western zones of Germany or foreign countries, the 
Berlin Board of Trade shall grant the necessary licences 
in cases of individual trade compensation arrangements 
(which may be linked with credit arrangements envisaged 
in paragraph 48 (d) above) provided that: 


(a) the particular transaction viewed as a whole is to 
the benefit of the Berlin economy and is consistent with 
the main principles guiding the foreign trade policy of 
the Board, 

(b) it is satisfied, after scrutiny, that no payment ob- 
ligations will arise out of the particular compensation 
arrangement (i. e. that it is a genuine case of barter). 


51. Within three months of the date upon which the 
German mark of the Soviet zone becomes the sole currency 
of Berlin, the Board of Trade shall have negotiated a 
trade and clearing agreement with the Joint Export and 
Import Agency of the Western zones of Germany for reg- 
ulating the trade of Berlin with the Western zones, which 
shall include the following points: 
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(a) The initial agreement should run for twelve 
months. The agreement shall be automatically renewed 
from year to year unless replaced by a new agreement. 

(b) The agreement shall provide for a substantial vol- 
ume of trade between Berlin and the Western zones of 
Germany and in no case for less than the volume of such 
trade during the year ending May 31, 1948. 

(c) The agreement shall specify the quantities of the 
commodities for which the two parties undertake to grant 
export and import licences. 

(d) The values of commodities to be exported under 
the agreement shall be based on the current legal export 
price in force in the exporting area, and where there is 
no such price, on the current market price in that area. 

(e) The total value for the year, calculated in the man- 
ner described in the preceding paragraph of commodities 
for which export licences are to be granted by one party 
shall be equal to the total value, for the year, similarly 
calculated, of commodities for which export licences are 
to be granted by the other party, subject only to differences 
arising out of approved credits as described in paragraph 
48 (d) above and to the provisions of paragraph 53 below. 

(f) For the purpose of the calculation in the preceding 
sub-paragraph one mark of the Western zones shall be 
assumed equal to one mark of the Soviet zone. 

(g) The agreement shall also provide for the export 
and import of services (such as transport and insurance), 
the value of which shall be included in arriving at the net 
balance of total trade. 

(h) The agreement shall also provide for clearing 
arrangements. For this purpose the Berlin Branch of 
the German Bank of Emission on the one side, and the 
Bank of German States on the other, shall set up clearing 
accounts for trade between Berlin and the Western zones. 
The clearing accounts with the Berlin branch of the Ger- 
man Bank of Emission will be in terms of the mark of the 
Soviet zone, while the clearing accounts with the Bank 
of German States will be in terms of the mark of the 
Western zones. 

(i) Exports and imports which result from approved 
trade credits or their repayment shall not enter into the 
clearing. 

(j) There shall be no direct payment between exporters 
and importers or from one clearing account into another. 
The two clearing institutions undertake to inform each 
other monthly of all payments into and from the respective 
accounts. 

(k) The contract price shall generally be based on the 
current legal export price in force in the exporting area, 
or, where there is no such price, on the current market 
price in that area. The Board of Trade may authorize 
export and import contract prices which depart from 
legal prices in Berlin if, particularly for the preservation 
of the net balance, it deems this desirable. 

(1) If clearing accounts at the end of the year show 
a surplus in favour of one party or the other, the trade 
arrangements for the following year shall take this into 
account. The export licences to be granted in the follow- 
ing year shall exceed or fall short of the value of import 
licences by the value of the surplus. 
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52. From the date of the introduction of the German 
mark of the Soviet zone as the sole currency of Berlin 
and until such time as a trade agreement between Berlin 
and the Western zones of Germany is concluded, import 
and export licences shall be granted by the Berlin Board 
of Trade for commodities coming from or destined to, 
the Western zones of Germany, at the following monthly 
rates. [The list of commodities is not here printed.] 

58. To effect these interim trade arrangements provi- 
sions clearing accounts shall be set up in a manner anal- 
ogous to that described in paragraph 51 (h) above. The 
position of these accounts shall be taken into considera- 
tion in the negotiation of the trade agreement, along the 
lines proposed in paragraph 51 (1) above. 

54. Trade between Berlin and foreign countries shall 
be regulated by agreements negotiated by the Board of 
Trade with those countries. The method of trading and 
the nature of clearing arrangements should be left to 
particular negotiations with the different countries, pro- 
vided they satisfy the criterion of net balance. Individ- 
ual compensation arrangements as described in paragraph 
50 may be included. 

55. Apart from other functions in connection with the 
regulations of foreign trade described in earlier para- 
graphs, the Board of Trade is also entrusted with exercis- 
ing a general advisory function in respect of price and 
wage control in Berlin and may make recommendations 
for changes in the existing regulations to the Finance 
Commission. In so doing, it should be guided by the 
principles already described in paragraph 4 (c). The 
recommendations of the Board of Trade, if approved by 
the Finance Commission, shall be carried out in the vari- 
ous sectors of Berlin under the direction of the respec- 
tive Military Commanders. 

(B) Other four-power arrangements concerning for- 
eign trade 

56. The Soviet Authorities shall automatically grant 
transit licences for the movement of goods through the 
Soviet zone of Occupation, which have received export and 
import licences from the Board of Trade. To ensure that 
goods in transit are duly covered by transit licenses a 
four-power control shall be established at frontier check 
points for land and sea transport, and at commercial air 
fields for air transport of such goods. These controls 
shall in all cases be operated in an expeditious manner 
and shall not delay the transit of goods. 

57. The Trade Sub-Commission of the Finance Com- 
mission shall agree initially and every three months on 
the imports of food, fuel and electric power to be supplied 
by the Occupying Powers in the form of aid to Berlin 
in the following three months. The previous agreement 
regarding such imports shall be automatically renewed in 
case of failure to reach a new agreement. The necessary 
import and transit licences shall be automatically granted 
for the quantity of such imports brought in under the 
four-power agreement. 

58. The subsequent volume of such imports in the form 
of aid to Berlin shall be reduced pari passu with the 
economic recovery of Berlin. The Trade Sub-Commission 
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of the Finance Commission shall work out rules for the 
implementation of this principle. 

59. The delivered cost (in terms of local currency) of 
imports of food, fuel and electric power supplied by the 
Occupying Powers in the form of aid to Berlin shall be 
the liability of the appropriate municipal authorities to 
the Occupying Powers concerned. The corresponding 
proceeds of sale in local currency shall be available to 
the Occupying Power which supplied the goods, to enable 
it to defray occupation expenses other than those falling 
on the municipal authorities under the four-power agree- 
ment as envisaged in paragraph 4 (g) above, and at the 
discretion of the Occupying Power concerned, to cover 
the extraordinary expenditure of the municipal authori- 
ties not included in their ordinary budget expenditure 
which must be covered by ordinary revenue from taxes 
as envisaged in paragraph 4 (f). Any funds remaining at 
the end of the calendar year from the proceeds of the 
sale of food, fuel and electric power supplied by the Oc- 
cupying Powers which have not been used for the pur- 
poses just described shall be placed in a blocked account 
in the names of the respective Occupying Powers which 
supplied the goods. Any subsequent release from such 
blocked accounts shall require the agreement of the Bank- 
ing Sub-Commission of the Finance Commission. 

60. The delivered costs mentioned in the preceding para- 
graph shall be determined by the prices at which these 
commodities are sold in Berlin to the ultimate consumer, 
less the cost of distribution in Berlin. 


IV. Arrangements Relating to Budgetary Questions 


61. The city budget of Berlin should be prepared on 
the basis of the principles already indicated in paragraph 
4 (f) and (g) and shall require the approval of the Sub- 
Commission on Administrative Finance of the Finance 
Commission. 

62. Until such time as a unified city administration, 
accepted by the Four Powers, will again be functioning 
for the whole of Berlin, the following provisional rules 
shall apply : 


(a) The municipal authorities operating in the various 
sectors of Berlin shall be responsible for their respective 
budgets. 

(b) The ordinary revenue and current expenditure of 
the separate municipal budgets shall be balanced. Ex- 
traordinary expenditure not covered by this rule shall be 
confined to capital expenditure and unforeseen non-recur- 
rent outlays. 

(c) Occupation expenditures to the extent that they 
are charged to the municipal authorities shall be paid 
out of ordinary revenue in accordance with the principle 
stated in paragraph 4 (g). Such occupation costs shall 
be reduced to the greatest extent possible and shall be 
subject to four-power agreement. The Finance Commis- 
sion shall work out a net agreement relating to occupa- 
tion costs in Berlin within three months of the date of 
the introduction of the German mark of the Soviet zone 
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as the sole currency for Berlin. Occupation expenditures 
in Berlin not included in agreed occupation costs charge- 
able to the municipal budget shall be met from sources 
which are non-inflationary in character. The occupa- 
tion authorities shall not therefore borrow from credit 
institutions or the Bank of Emission for the purpose of 
covering such expenditures. (For the source of finance 
of such expenditures in the case of the Western Occupy- 
ing Powers, provision was made in paragraph 59 above.) 

(d) The budget estimates shall be submitted to the 
Sub-Commission on Administrative Finance for approval 
for annual periods. The budget shall be regarded as 
approved unless the Sub-Commission disapproves within 
thirty days. 

(e) Monthly figures of actual expenditure and reve- 
nue shall be supplied to the Sub-Commission on Ad- 
ministrative Finance not later than ten days after the 
end of the month to which these figures relate. 


63. With the date of the coming into effect of the 
agreement for the introduction of the German mark 
of the Soviet zone as the sole currency of Berlin, the 
following claims and liabilities of the Magistrat shall 
be cancelled : 


(a) The claim in connection with the sum (estimated 
130 million German marks of the Soviet zone) which is 
now in a blocked account in favour of the Magistrat 
with the Head Office of the Stadtkontor in the Soviet 
sector of Berlin. 

(6) The liability in connection with the sum of 140 
million marks which the Magistrat received as an initial 
allotment in Western marks “B” on the introduction of 
the Western mark “B” currency in Berlin. 


64. All other existing liabilities of the Magistrat re- 
main valid after due revaluation in German marks of 
the Soviet zone. The Sub-Commission on Administra- 
tive Finance shall lay down the terms of repayment for 
these liabilities (insofar as these are not already deter- 
mined in Western marks “B” or German marks of the 
Soviet zone) including the period over which they are 
to be repaid and any new obligation to be issued against 
them. 

65. The municipal authorities in each sector may keep 
in their treasury a cash reserve equal to ten days’ ex- 
penditures. Any cash in excess of this amount shall be 
deposited in their accounts with the Berlin Branch of 
the German Bank of Emission. If the cash reserve of 
the municipal authorities in any sector at the time of 
the coming into effect of this agreement is less than ten 
days’ expenditure, the Berlin Branch of the German 
Bank of Emission shall grant credit to the municipal 
authorities to bring it up to that level. 

66. The Berlin Branch of the German Bank of Emis- 
sion, already envisaged in paragraph 18 above, shall also 
grant the municipal authorities in any sector in case of 
need, temporary credits to cover seasonal gaps in reve- 
nue relative to expenditure up to a maximum amount 
of 144 months’ expenditures. 
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[C] Progress Report of Technical Committee 
to President of Security Council 


December 23, 1948 
Sir: 

1. Pursuant to the decision of Mr. Bramuglia, your 
predecessor as President of the Security Council of 30 
November, 1948, establishing a Technical Committee on 
Berlin Currency and Trade, I have the honour to submit 
herewith a progress report on the work of that Committee 
including a working paper consisting of preliminary draft 
recommendations which have been communicated infor- 
mally to the experts of the Occupying Powers. 

2. The Technical Committee was established for the 
purpose of making recommendations to the President of 
the Security Council on the most equitable conditions for 
an agreement among the Occupying Powers relating to 
the introduction, circulation and continued use of a single 
currency in Berlin and to the making of arrangements 
for the regulation of the trade of Berlin with the Western 
zones and with foreign countries. 

8. The preliminary draft recommendations now put for- 
ward by the Committee are based on the principles agreed 
upon by the Four Powers during the Moscow discussions 
which are embodied in the Directive of 30 August 1948. 
In attempting to work out the conditions of an equitable 
and workable arrangement, the Committee found it neces- 
sary, in the interest of all parties, to supplement the prin- 
ciples contained in the Moscow Directive in certain re- 
spects. In particular the Committee has thought it essen- 
tial to propose certain measures which would have the 
effect of keeping the issue of currency in Berlin (subse- 
quent to the withdrawal of the Western “B” mark and 
to the introduction of the mark of the Soviet zone as 
the sole currency) in a certain relation to the total issue 
of currency in the Soviet zone and Berlin, and thereby 
introduce safeguards that would prevent the monetary 
situation in Berlin from being unduly disorganized by 
changes which might occur in the currency circulation of 
the Soviet zone. In view of the fact that this would pro- 
vide safeguards to the currency situation in Berlin anal- 
ogous to the safeguards explicitly provided in the Di- 
rective in regard to the currency situation in the Soviet 
zone, the Committee feels that its supplementary recom- 
mendations on this point are fully in keeping with the 
general principles of the Directive of 30 August, 1948. 

4. Similarly, the Committee has found it necessary in 
the interest of protecting the economy of the Soviet zone 
from disturbances that might result from the use of the 
mark of the Soviet zone as the currency of Berlin to 
make recommendations for a certain uniformity between 
Berlin and the Soviet zone in price and wage policies and 
in the rules of banking which, while not specifically pro- 
vided for in the Directive of 30 August, appear to be 
necessary to carry it out. 

5. By its terms of reference the Committee was re- 
quired to take into account “the Directive of August 30, 
1948, as well as information concerning events subsequent 
thereto”. The most important event since 30 August 
relevant to the problem assigned to the Committee has 
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been the de facto division of the German administration 
of Berlin. In developing its preliminary draft recommen- 
dations, the Committee has sought a solution of the cur- 
rency and trade question which would be workable under 
present conditions in Berlin but which would not preju- 
dice the question of any future arrangements concerning a 
unified city administration which might be agreed upon by 
the Four Powers. 

6. In the absence of a unified city administration com- 
manding the support of all four of the Occupying Powers, 
the Committee has found it necessary to suggest in this 
preliminary draft the resumption of a more direct re- 
sponsibility by the Four Occupying Powers in order to en- 
sure that the arrangements may be operated in a work- 
able manner, satisfactory to all parties, and with the 
necessary degree of uniformity throughout the city. It 
is to be emphasized that the execution of these arrange- 
ments, although they would necessarily be under the con- 
trol and responsiblity of the Four Occupying Powers, 
could be left by them in a large measure, to bodies com- 
posed of German residents of the several sectors of the 
city. 

7. An examination of these preliminary draft recom- 
mendations might give the impression that the arrange- 
ments suggested by the Committee are unduly elaborate 
and rigid. The establishment of a number of new bodies 
is proposed and the relationships among them are defined 
at considerable length. A rather elaborate system of guid- 
ing principles is enunciated in respect to the various oper- 
ations involved in implementing the proposed arrange- 
ments. It has seemed necessary to the Committee to 
specify these provisions in considerable detail in order to 
reduce to a minimum the number of decisions required to 
be taken by four-power agreement prior to, or in connec- 
tion with, the implementation of the general principles 
of the Directive of 30 August. 

I have the honour [etc.] 

N. A. Rosertson, Chairman 

Technical Committee on Berlin Currency and Trade 
F. VAN LANGENHOVE 

President of the Security Council 


ENCLOSURE 6 


[A] Informal Memorandum to Technical Com- 
mittee From U.S. Currency Expert on Prelimi- 
nary Draft Recommendations 


15 January 1949 

1. In accordance with the request contained in your 
memorandum of December 22, 1948, there are submitted 
herewith my observations upon the preliminary draft 
recommendations which were formulated by your Com- 
mittee. 

2. I have a lively appreciation of the acute difficulties 
which the Committee has confronted in preparing its 


* For the documents in enclosure 6 not here printed, see 
United Nations press release SC/908, Mar. 15, 1949, pp. 91- 
102, 123-131. 
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draft proposals, including the course of political events 
in Berlin subsequent to the Committee’s creation. After 
most earnest examination of these proposals, however, I 
have been forced to the conclusion that they do not sue- 
ceed in surmounting these difficulties. The Committee's 
preliminary recommendations do not appear to me to con- 
stitute under existing conditions the basis for an equitable 
or workable solution to the currency and trade problems 
of Berlin. My reasons for arriving at this judgment are 
set forth below, together with certain positive suggestions 
regarding an alternative approach to the problem. 

3. May I first invite your attention to paragraph 5 of 
your progress report to the President of the Security Coun- 
cil dated December 23, 1948, reading as follows: 


By its terms of reference, the Committee was required 
to take into account “the Directive of August 30, 1948, 
as well as information concerning events subsequent 
thereto”. The most important event since 30 August 
relevant to the problem assigned to the Committee has 
been the de facto division of the German administration 
of Berlin. In developing its preliminary draft recom- 
mendations, the Committee has sought a solution of the 
currency and trade question which would be workable 
under present conditions in Berlin but which would not 
prejudice the question of any future arrangements con- 
cerning a unified city administration which might be 
agreed upon by the Four Powers. 


I cannot escape the feeling that the preliminary pro- 
posals put forward by the Committee do not give sufficient 
weight to the implications of events subsequent to the 
Directive of August 30, and that in seeking not to “‘prej- 
udice the question of any future arrangements concerning 
a unified city administration which might be agreed upon 
by the Four Powers”, the Committee has sought vainly 
to escape the political dilemma created by the present de 
facto split in the administration of Berlin. In my view, 
no settlement of Berlin currency and trade problems can 
be equitable and workable under present conditions un- 
less it is much more closely geared to the existing cir- 
cumstance of the split city. It would seem inevitable 
that arrangements appropriate to a re-unified city will 
have to be worked out de novo when the political pre- 
requisites have been or are being established, and when 
the new circumstances prevailing at that time can be 
appropriately assessed. 

4, The Western Powers have continued to assert their 
juridical right to remain in occupation in their sectors 
of Berlin and to share in the quadripartite administration 
of Berlin as a whole as provided for in international agree- 
ments entered into by the Four Occupying Powers. It is 
their objective to restore an effective and legitimate munic- 
ipal administration for the whole of Berlin and to re- 
establish full and effective quadripartite control in the 
city. However, this objective has hitherto been frustrated 
by the arbitrary and illegal acts of the Soviet authorities 
and German agencies subservient to them with the result 
that there exists de facto a complete split in the municipal 
administration of Berlin and a complete stalemate in the 
operations of quadripartite control agencies in Berlin. 
Until this situation has been remedied, it will scarcely be 
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possible for the Western Powers to place any reliance upon 
German or quadripartite bodies established to exercise 
jurisdiction throughout the city in matters of currency 
or trade. There can be no expectation that such bodies 
would operate harmoniously and effectively in the sort 
of atmosphere which will exist in Berlin so long as the 
split in the city’s administration continues. 

5. It is, in any case, extremely difficult to contrive 
German or quadripartite administrative bodies which both 
the Western Powers and the Soviets would be willing to 
entrust discretionary authority over such vital matters 
as currency and trade. In quadripartite bodies, operating 
by unanimous vote, no positive action can be taken unless 
each member refrains from exercising his right of veto. 
This inherent limitation upon quadripartite decisions 
gives special concern to the Western Powers since, in most 
matters relating to the administration of currency and 
trade, positive action is necessary to sustain the economy 
of Berlin; if quadripartite bodies are left to make the 
significant decisions in these fields, mere inaction would 
suffice to stifle economic life in Berlin and to render un- 
tenable the position of the Western Occupying Powers. 
On the other hand, in bodies operating by majority vote, 
such as the German agencies proposed by the Committee, 
dominance is inevitably conferred upon one side or the 
other at any given time. Thus, for example the Com- 
mittee’s proposals with respect to representation and 
voting powers in the Board of Directors of the Berlin 
Branch of the German Bank of Emission give a 5-3 ma- 
jority to the directors subservient to the Soviet authori- 
ties, while intervention in the affairs of the Branch by 
its Administrative Board (a quadripartite body operating 
by unanimous vote) could be frustrated at will by the 
Soviet member. In the case of the Berlin Board of Trade, 
the Committee has devised a form of representation and 
voting procedure which would result in periodic alter- 
nation of control at Board of Director level between the 
representatives of Eastern Berlin and those of Western 
Berlin. This sort of arrangement could scarcely lead to 
anything but a continuous jockeying for advantage by the 
side having temporary dominance in the Board of Trade, 
and the minority could find no remedy in appropriate 
action by the supervisory quadripartite body (the Trade 
Sub-commission of the Financial Commission) in view of 
the unanimous-vote rule in that body. 

6. Further, it is unrealistic to suppose that bodies com- 
posed of German residents of the several sectors of the 
city could operate any more effectively and harmoniously 
than quadripartite agencies. It should be borne in mind 
that the German representatives on these bodies from 
the Eastern sector of Berlin must be expected to reflect 
faithfully the attitude of the occupying authorities to 
whom they are responsible, and that the personal and 
political relations between the German representatives 
from Eastern and Western Berlin would be, if anything, 
more difficult than those between the representatives of 
the Occupying Powers. 

7. It would therefore seem essential that advance agree- 
ment be reached upon the concrete operating standards 
which are to govern the adminstration of currency and 
trade in Berlin. These standards should be to the maxi- 


May 1949 





BERLIN CURRENCY AND TRADE 


mum extent self-operative so that undue reliance need 
not be placed upon administrative bodies suffering from 
the disabilities noted above. These standards cannot, of 
course, be self-enforcing, but they should be sufficiently 
explicit that any breach in the initial agreement would be 
clear and demonstrable. It is assumed that if a breach 
occurs, and is not immediately remedied, the partners to 
the agreement would resume their freedom to take action 
in defense of their vital interests. 

8. In my judgment, the operating standards proposed 
by the Committee to govern the key question of the supply 
of currency to Berlin fall far short of meeting these tests. 
Control over the source of currency supply is one of the 
most powerful instruments of public policy in any coun- 
try. If the Western sectors of Berlin were to adopt as 
their sole legal tender a currency which is issued by a 
bank wholly under Soviet control, they would be entitled 
to have reasonably firm assurance that they would not 
lack access to a supply of that currency adequate to sus- 
tain their economic life. Yet, when examined from this 
point of view the formula proposed by the Committee to 
govern the currency supply of Berlin shows three funda- 
mental defects, of which only the first can possibly be 
remedied within the basic pattern of the Committee’s 
proposals. 





A. There is no reason to suppose that the initial base 
would constitute a fair and equitable point of departure, 
and considerable reason to suppose that it would not. 


No one knows, or can know within a wide margin the 
amount of currency which would have been issued in 
Berlin after the initial currency exchange since this 
would depend very largely upon the extent to which West 
marks were retained in hoards or took flight to the West- 
ern zones instead of being submitted for exchange in 
Berlin. Furthermore, no information is available as to 
how much currency would have been issued in the Soviet 
zone. This is a carefully guarded secret of the Soviet 
occupation authorities, but such scanty information as 
we do have would indicate that it is already far higher 
in relation to population, economic activity, etc. than in 
Berlin. In any case, it would seem clearly futile to ex- 
pect a currency agreement to be reached on the basis of 


a formula whose critical “proportion” is the ratio between 
two unknowns. 


B. Even if the initial base were equitable, the formula 
would make the currency supply of Berlin wholly de- 
pendent upon the receipt of accurate information from 
Soviet statistical sources. 

The hazards of such a course, which might be deemed 
forbidding in any case, are accentuated by two factors. 
Firstly, statistics as to currency circulation in the Soviet 
zone have always been regarded by the Soviet authorities 
as “top secret”, since information as to their currency 
inflation would be bound to have an unsettling influence 
on public discipline in their zone. Secondly, there is 
absolutely no way to conduct an independent check on 
figures for currency issue, so that the Western Powers 
would be quite unable to demonstrate a breach in the 
agreement if the figures were misrepresented. 
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C. Even if the initial base were equitable and even if 
the relevant Soviet statistics could be accepted without 
question, the amount of currency which would become 
available to the Western sectors of Berlin would not 
permit the maintenance of functioning banking and credit 
system there without the imposition of extreme totali- 
tarian currency controls. 


The banking system in the Soviet zone is able to operate 
on a small cash reserve, not because of public confidence 
in bank deposits, but because, through oppressive police 
measures, the public is forced to limit cash withdrawals 
from the banks and, more important, to redeposit “sur- 
plus” cash holdings in the banks. Especially in view 
of the tense situation which must be expected to continue 
in Berlin as long as the city is split, the Western Powers 
could enforce a comparable system in their sectors only 
by the most extreme police measures. Yet, unless such 
measures could be effectively enforced, bank credit prob- 
ably could not be extended at all, and certainly could not 
be provided on a scale comparable to that in the Soviet 
zone. 

Lest it be argued in connection with the above points that 
the Soviet authorities would have to provide Berlin with 
a reasonable supply of currency in order to protect the 
interests of their own sector of the city, it should be 
pointed out that the Soviet sector, despite any prescrip- 
tions to the contrary, could always be provided direct 
access to sources of currency and bank credit in the 
Soviet zone. 

9. Further discussion of the above points, together with 
a number of additional technical objections to the Com- 
mittee’s proposals on currency and trade, is contained in 
Annex A to this paper. This list of deficiencies is, how- 
ever, far from exhaustive. The fact is that the basic 
pattern which the Committee has followed has resulted in 
a complex scheme which, for the very reason of its com- 
plexity, presents innumerable points at which technical 
operating problems could arise. The Committee has 
sought to lay down concrete operating rules to meet many 
of these situations, but such rules can never provide an 
adequate substitute for effectively-funtioning administra- 
tive institutions. At each point where action must be 
taken but where advance agreement as to the character 
of the action has not been reached in the most explicit 
terms, there arises an opportunity for obstructionist tac- 
tics. Through sheer obstructionism, if this were pursued 
as a deliberate policy, the Soviet authorities could pre- 
vent the effective operation of any such complicated ar- 
rangements as those proposed by the Committee. Bven 
some of the most explicit provisions of the proposed agree- 
ment would be vulnerable to such tactics, which could, by 
slow strangulation, frustrate the purposes of the agree- 
ment without breaching it in a clear and demonstrable 
manner. In short a substantial degree of good will and 
mutual confidence would be indispensable to the tolerable 
functioning of any such system as that suggested by the 
Committee. Yet the problem with which we are confronted 
is the administration of currency and trade in a city 
which is split into two hostile and competing jurdisdic- 
After thorough examination of this problem, I 
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have arrived at the considered opinion that no settlement 
can be devised which would meet this situation in an 
equitable and workable manner unless its basic pattern is 
made radically more simple and self-operative than that 
proposed by the Committee. 

10. In the absence of a unified municipal administra- 
tion and the restoration of full and effective quadripar- 
tite control in Berlin, it is my belief that a currency and 
trade settlement for Berlin based upon the use of the 
East mark could only be made equitable and workable 
if it were constructed on the basis of two fundamental 
premises: 


(a) that in view of the de facto situation of a split city 
in Berlin, the Western Powers should have the exclusive 
right to administer currency and trade in the Western 
sectors of Berlin; and 

(b) that the legitimate interests of the Soviet authori- 
ties in protecting areas under their control against a dis- 
ruptive economic impact from the administration of cur- 
rency and trade in the Western sectors should be assured, 
not by giving the Soviet authorities a voice in this ad- 
ministration, but rather by explicit provisions in the ini- 
tial quadripartite settlement fortified by the exercise of 
appropriate controls by the Soviet authorities in their 
sector and zone over economic intercourse between those 
areas and the Western sectors of Berlin. 

Proceeding from these premises, I would suggest that a 
modus vivendi on Berlin currency and trade which would 
be equitable and workable under present conditions might 
take the general lines set forth in Annex B. It should be 
understood, of course, that any settlement on currency 
and trade presupposes that the various restrictive mea- 
sures illegally imposed by the Soviet authorities since last 
March upon communications between Berlin and the 
Western zones would be lifted and removed and in no 
manner reimposed. It should also be understood that de- 
spite the de facto situation in Berlin the Western Powers 
have no intention of relinquishing their juridical right to 
participate in full quadripartite administration through- 
out Berlin, and they continue to condemn the illegal acts 
of the Soviet authorities in splitting the city. 


[B] Annex A: Supplementary Technical Com- 
ments on Preliminzary Draft Recommendations 
by U. S. Expert Representative 


As stated in my principal memorandum it is my firm 
judgment that the Committee’s recommendations do not 
constitute under existing conditions the basis for an equi- 
table or workable solution to the currency and trade 
problems of Berlin. However, since you have stated that 
“the Committee would wish to have available the de- 
tailed technical observations of the interested parties on 
particular points relevant to these draft proposals,” I 
should like to present some additional technical criti- 
cisms below, if only to illustrate the variety of operating 
problems which would arise under any set of arrange- 
ments such as that proposed by the Committee. It should 
be made clear that these comments are far from exhaus- 
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tive with respect to matters of substance and are not ad- 
dressed at all to matters of drafting. 


I. Financial Matters 


1. There follows some additional discussion of points 
A, B, and C in paragraph 8 of my principal memorandum. 


A. There is considerable obscurity about the concept 
of “currency issued in Berlin” and for the purposes of 
establishing the initial base, reliance would be placed 
under the Committee’s formula upon the provision of 
such a figure by the German Bank of Emission. It seems 
likely in any case that this amount would be considerably 
smaller than the amount actually in circulation in Ber- 
lin at the time of the currency change-over, since the 
latter quantity would also include the considerable amount 
of East mark currency which has flowed into Berlin from 
the Soviet zone during the last few months. 

B. The point deserves emphasis that totalitarian states 
exercising rigid regimentation over economic life must 
necessarily be extremely fearful of the effects on “public 
discipline” of disclosures concerning currency develop- 
ments. By way of illustration, it may be pointed out 
that no data whatsoever concerning currency in circula- 
tion is published in the Soviet Union. 

It may also be relevant to recall that the Western 
Powers have already had a most unfortunate experience 
in dealing with the Soviet authorities on currency re- 
porting matters. When the Soviets were provided with 
plates for printing Allied Military Marks, they agreed in 
the most explicit terms to keep the Allied Control Au- 
thority fully informed as to the amounts of such cur- 
rency issued by them; however, this obligation was soon 
disregarded in the face of persistent attempts by the 
Western Powers to ascertain the figures. 

C. In a totalitarian economy, currency is regarded as 
an anarchic form of money, since unlike bank deposits, 
it lies beyond the reach and control of the state. Thus 
in the Soviet zone there has been imposed a great variety 
of currency regulations attempting to restrain the free 
spending power of the public in the form of currency by 
restricting cash withdrawals from banks, stipulating that 
payments above given sums must be effected by bank 
transfer, and requiring the redeposit in banking insti- 
tutions of cash accumulations above minimum amounts. 
Such regulations can of course be enforced only through 
the most rigorous police supervision and by the imposi- 
tion of extreme penalties upon “enemies of the State” 
who violate the official prescriptions. 


To the extent that such a currency system can be 
enforced it is possible for the banking system to engage 
in multiple credit expansion based on a fractional cash 
reserve, relying not upon access to rediscount facilities 
but rather upon regimentation of the public’s cash trans- 
actions to preserve its liquidity. A banking system built 
on such principles can afford to ignore the question of 
whether it enjoys public trust and confidence, and indeed 
can operate in a state of chronic insolvency. This is 
in fact the position in the Soviet zone where banks’ 
assets fall considerably short of their liability and their 
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books are balanced merely by means of formal book- 
keeping entries. 

Clearly the Committee’s proposals contemplate that this 
kind of currency and banking system would be imposed 
in the Western sectors of Berlin. They explicitly pro- 
vide for the adoption there of the principal Soviet cur- 
rency regulations and make no provision for restoring 
the solvency of Berlin banks, which—as in the Soviet 
zone—has been undermined by currency reform. But 
the pronounced distrust of deposit money which is already 
evident in the Soviet zone—where bank cheques are re- 
ported to be traded at a heavy discount in the black 
market against cash—would be far more acute in the 
Western sectors, where it would be known that further 
cash supplies would be forthcoming only from an ex- 
ternal source and only if a formula depending entirely 
upon statistics from Soviet sources could be made to 
work effectively. I cannot believe that the Western 
Powers would be prepared to carry out—or even would 
be capable of carrying out—the oppressive measures which 
would have to be imposed in the Western sectors to make 
the Soviet currency regulations effective. 

This means in turn that Western sector banks could 
not operate on a small fractional cash reserve as in the 
Soviet zone, and hence that, even if the Western sectors 
received some form of equal treatment in cash supply, 
they would have only the most restricted access to bank 
credit. At the present time, in the absence of East mark 
rediscount facilities, Western sector banks find it nec- 
essary to hold nearly 100 percent cash reserves against 
their East mark deposits, and the restricted and uncer- 
tain rediscount facilities offered to them under the Com- 
mittee’s proposals would scarcely encourage them to be 
much more expansive. Under such arrangements West- 
ern sector banks would tend to become nothing more than 
safe depositories, and the total volume of bank credit 
expansion would tend to be limited to the amount of 
available rediscounts. Indeed, since they would com- 
mence operations under the Committee’s proposal with 
only about a 50 percent cash reserve, their position would 
probably become untenable at the outset, and for some 
time such additional currency as was obtained through 
rediscounts would have to be devoted to building up re- 
serves against their existing deposits. 

2. There are various other technical deficiencies in the 
Committee’s formula regarding currency supply. Berlin 
would always lag one month behind the Soviet zone in 
respect to the amount of its currency supply (this would 
become a point of considerable importance if there were 
a rapid currency inflation) ; and as the detailed formula 
is drafted, Berlin could never make up for its failure 
to obtain its full quota of currency in any one month. 

Furthermore, the quantitative assurances with respect 
to the supply of currency to Berlin, and its distribution 
among the sectors, are qualified by the need of banks to 
present “eligible paper” for rediscount, while no stand- 
ards for the eligibility of paper are proposed. The estab- 
lishment of the eligible paper list is left to the Banking 
Sub-Commission, but action by that body could be frus- 
trated by the Soviet veto. This problem could scarcely 
be solved by advance agreement upon an eligible list of 
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the usual type since judgments as to the solvency and 
credit-worthiness of the signatories to commercial paper 
offered for rediscount would remain in the hands of the 
Soviet-dominated Berlin Branch of the German Bank 
of Emission. 

An additional technical point is that subsequent to the 
initial currency change-over, the German Bank of Emis- 
sion should clearly be obliged to provide notes, if re- 
quired, in amounts sufficient to cover all deposit liabilities 
of its Berlin Branch, whether created by rediscounts and 
loans or otherwise. 

3. The Committee’s proposals with respect to currency 
are inadequate in many additional respects. 

No provision is made to assure that unfit currency 
would be exchanged, or that the agreed currency supply 
would be delivered in appropriate denominations, although 
obstructionist tactics on these matters of “technical de- 
tail” could frustrate the whole plan. Also no provision 
is made for emergency currency issues in the Western 
sectors of Berlin, if, despite the provisions of the agree- 
ment, the German Bank of Emission should fail to deliver 
the agreed amounts of currency on the grounds of tem- 
porary “technical difficulties” (e. g., lack of paper, break- 
down of printing facilities, transport difficulties, etc.). 
A further major problem not dealt with by the Committee 
is how residents of the Western sectors of Berlin could 
be assured protection against the general invalidation of 
East marks through a future currency exchange in the 
Soviet zone; clearly they ought at least to receive equal 
treatment with residents of the Soviet-controlled areas 
but it would seem most difficult to draft explicit and en- 
forceable assurances on this point. 

4. Some of the deficiencies in the Committee’s proposals 
for the initial currency change-over in Berlin may be re- 
ferred to briefly. 

There would appear to be no reason to dispossess Berlin 
banking institutions by depriving them of the right to ex- 
change their “B” marks into East marks. 

No provision has been made to compensate residents 
of the Western sectors for the considerably more severe 
treatment accorded to their RM holdings under the West- 
ern currency reform laws as compared with that accorded 
corresponding holdings in the Soviet sector and zone under 
the Soviet currency reform. This discrimination is par- 
ticularly significant in connection with large numbers of 
small savings accounts. 

The provision relating to the coupon marks now held 
by the Stadtkontor for the account of Western sector 
banks is unnecessarily obscure. There should have been 
simply a provision for the issuance of East marks against 
those coupon marks and against invalidated coins held 
by Western sector banks. 

No provision has been made for the exchange of West 
marks held in Berlin on behalf of non-residents of the 
Western sectors, or for the conversion and unblocking of 
unconverted RM accounts held in the Eastern sector by 
residents of the Western zones, or in the Soviet zone by 

residents of the Western sectors and zones. 

Neither has any provision been made for dealing with 
the pre-1945 accounts of residents in the Western sectors 
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on terms comparable to those granted in Soviet regulations 
to Soviet sector and zone holders of such accounts. 

While it might be appropriate to have the currency ex- 
change in Berlin supervised by the Financial Commission, 
it would seem unnecessary and indeed undesirable to place 
this operation under the further control of the Berlin 
Branch of the German Bank of Emission. Furthermore, 
no reasonable purpose is served by the provision which 
calls for the destruction of the “B” marks retired from 
circulation in Berlin and in the Western zones. It should 
simply have been provided that such currency would be 
handed over to the Western Powers for withdrawal from 
Berlin. 

5. The provision for the allocation of currency between 
Eastern and Western Berlin on the basis of employable 
population takes no account of the relative level of eco- 
nomic activity in the two areas, or of the extent to which 
the population may be engaged in productive work. 

Furthermore, the provisions for allocating currency 
among the different credit institutions within each area 
according to their assets sets up an unnecessary barrier 
to inter-bank competition, and they seem irreconcilable 
with subsequent provisions (which themselves seem quite 
unworkable) providing for this allocation to be made in 
proportion to requests received. It is not clear why this 
whole matter was not left for determination by sectoral 
authorities. There also appears no reason to make the 
establishment of additional banks in Western Berlin 
subject to the approval of the Financial Commission, in 
which such proposals could be vetoed by the Soviet rep- 
resentative. 

6. The provisions for the redistribution of assets and 
liabilities as among the various sectoral banking institu- 
tions are obscure and clearly inadequate for the purposes 
of an equitable settlement. Furthermore, no provision 
is made for restoring the solvency of banks or other finan- 
cial institutions through supplying them with cash or re- 
discountable securities. 

7. It is not clear that any useful functions are provided 
for the Berlin Branch of the German Bank of Emission 
which could not better be performed by the ordinary Ber- 
lin banking institutions (in the case of banking opera- 
tions) or by the quadripartite Financial Commission (in 
the case of supervisory functions). For example, there 
appears no reason to require the Western Magistrat to 
maintain its banking accounts and to obtain its seasonal 
credits at the Berlin Branch rather than at the Western 
Stadtkontor. In any case, it would appear that the “ap- 
propriate modifications” which the Committee suggests 
should be made in the Statutes of the German Bank of 
Emission to fit the requirements of Statutes for the Berlin 
Branch would have to be agreed upon in advance rather 
than be left for future determination. (See also com- 
ment under II, 5 below). 

8. It is clearly not desirable that the Western Powers 
be required to give effect in their sectors to individual 
prices and rates of wages or taxes which are put into 
force in the Soviet zone, possibly for political reasons. 

9. Among additional financial subjects which might be 
mentioned, there is the question of the municipal budgets 
and the amount of occupation costs payable therefrom. 
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In general, it is not clear why, so long as the split city 
administration continues, there should be any prescrip- 
tions on these matters. Even the principle of balanced 
budgets was initially intended as a protection to the 
Soviets against an excessive drain of currency, and it 
becomes superfluous and unnecessarily restrictive if this 
protection is provided in other ways. Similarly the 
amount of occupation costs payable from the budgets 
could be left to the discretion of the Occupying Powers 
in each area; certainly they cannot be left, as in the Com- 
mittee’s proposals, to subsequent quadripartite negotia- 
tion. 


II. External Trade and Related Matters 


1. No satisfactory machinery has been devised by the 
Committee for determining in a discretionary manner 
the future course of trade (see comment on administra- 
tive bodies in principal memorandum) ; trade agreements 
between Berlin and the Western zones and third coun- 
tries have been left for future quadripartite negotiation, 
thus leaving the Western Powers vulnerable to the Soviet 
veto, except to the limited extent that they are protected 
by the provisions regarding the contents of the future 
trade agreement between Berlin and the Western zones; 
and certain interim provisions have been proposed (para- 
graph 50) to govern imports and exports prior to the 
conclusion of trade agreements which would place intoler- 
able restrictions upon such trade. Apparently in recogni- 
tion of the foregoing inadequacies, however, the Commit- 
tee has included a further provision (paragraph 52) 
which contemplates an advance agreement upon a list of 
commodity imports and exports for which licences (and 
transit across the Soviet zone) would automatically be 
granted. 

2. It is not clear from the proposals whether the con- 
duct of the trade under paragraph 52 would be subject to 
the restrictive interim provisions set forth in paragraph 
50, and to the payment provisions of paragraph 57. If so, 
the proposed arrangements would seem clearly unwork- 
able. For example, paragraph 50 restricts trade opera- 
tions to individual barter transactions, and therefore not 
only would require burdensome negotiations, commodity 
by commodity, but also would limit imports into Berlin to 
the volume of available exports. Paragraph 57, which 
deals with imports into Berlin in the form of aid—i. e., not 
compensated by exports—allows such imports to be pro- 
vided only to the extent which might be agreed upon in 
subsequent quadripartite negotiations (in which again 
the Soviet veto would have free play). If there were no 
“aid imports”, essential food and fuel imports could not 
possibly be provided to Berlin in the early stages, since it 
would be impossible to generate exports in sufficiently 
large volume to pay for these supplies as well as for the 
necessary imports of raw materials for fabrication into 
exports. Furthermore, the additional stipulation in para- 
graph 50 that interim trade must be “to the benefit of the 
Berlin economy” is so vague as to be vulnerable to any 
sort of interpretation during periods of Soviet dominance 
in the Board of Trade. 

Even if it were made clear that agreement on a list 
under paragraph 52 would override the restrictive pro- 
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visions of paragraphs 50 and 57, serious difficulties would 
remain in its implementation. The proposed list, once 
established, might well prove immutable, so that it would 
be necessary for the Western Powers to anticipate all the 
import needs and the export potentialities, at least for 
their sectors of Berlin, for an indefinite period. True, 
they might meet this problem, if they had sufficient pre- 
science, by elaborating a very long list of import and ex- 
port commodities and by insisting upon very high ceilings 
in each category, but even if such a list could be nego- 
tiated, in refined detail, the extensive licencing procedures 
and transit inspections necessary for its implementation 
would provide infinite opportunities for obstructionist 
tactics. 

The real question is whether there is any legitimate 
Soviet interest in depriving Berlin of free trading fa- 
cilities with the Western zones and third countries. On 
the import side, it is very difficult to perceive how opera- 
tions could be engaged in which would disrupt stability 
in the Soviet zone, or otherwise damage Soviet interests. 
On the export side, the Soviet authorities would have 
certain legitimate interests under the plan of operations 
contemplated by the Committee, such as protection against 
undue exploitation of their sector of Berlin and assurance 
that exports from Berlin did not in fact represent illicit 
re-exports from the Soviet zone. Rather than attempting 
to solve those problems within the framework of the Com- 
mittee’s proposals, I would refer you to the suggestions 
set forth in Annex B, based upon a fundamentally dif- 
ferent approach. 

3. Returning to the framework of the Committee’s pro- 
posals, it is provided that the initial three-month agree- 
ment to be reached on imports in the form of aid should be 
automatically renewed unless a new agreement is nego- 
tiated following the principle that “aid shall be reduced 
pari pussu with the economic recovery of Berlin.” This 
loosely stated principle, which remains subject to quadri- 
partite interpretation, can scarcely be regarded as an ade- 
quate safeguard against the Western Powers’ being forced 
to finance Berlin imports indefinitely on the necessarily 
substantial seale established in the first three months. 

The Committee’s proposals also place certain limita- 
tions upon the right of the Western Powers to control the 
disposition of the local currency proceeds from food, fuel, 
and power imports supplied by them in the form of aid. 
However, freedom to control such proceeds was demanded 
by the Western Powers in their aide-memoire to the Soviet 
Government dated September 17, 1948, and was understood 
by the Western representatives in Moscow to have been 
conceded by Mr. Molotov in their interview with him on 
September 18. 


4. The whole net balance concept seems unnecessarily 
rigid ; in addition the pricing and exchange rate formulae 
proposed by the Committee to implement this concept 
seem inadequate. There would have to be some machin- 
ery for determining “current market prices”, and—so 
long as prices of imports and exports are taken from two 
markets with different currencies—for determining the 


applicable exchange rate. It would seem obvious that 
a 1:1 exchange rate cannot arbitrarily be taken as the 
relation between East marks and West marks, irrespective 
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of past and future fluctuations in the relative purchasing 
power of these currencies. To the extent that the true 
exchange rate departed from unity, the “net balance” 
would become illusory since the party with the stronger 
currency would not be receiving full counter-value. 

5. The Committee’s proposals make no provision for 
the sectoral distribution of imports and exports, includ- 
ing in particular arrangements to assure that Eastern 
Berlin and Western Berlin would make their appropriate 
contribution to exports required to pay for imports. They 
also provide that assets and liabilities arising from for- 
eign clearings would be attributed to the “municipal au- 
thorities of the City of Berlin”, but without specifying 
how these should be distributed between the Western and 
Bastern Magistrats. In fact, analysis of these problems 
suggests that, so long as the split city administration con- 
tinues, it may be inevitable that trade and payments 
agreements be negotiated separately for Western and 
Eastern Berlin. In these circumstances, the Eastern and 
Western Stadtkontors, rather than the Berlin Branch of 
the German Bank of Emission, would be the appropriate 
clearing agencies for Berlin’s external trade. 

6. It is noted that the Committee’s proposals make no 
reference to the conduct of trade between Berlin and the 
Soviet zone and among the various sectors of Berlin. It 
is presumed that the Committee went on the assumption 
that no special controls would be exercised over such 
trade. It is pointed out, however, that under present 
conditions in Berlin, the Soviet authorities are exercising 
the most rigorous controls in their sector and zone over 
transactions with the Western sectors of Berlin; that so 
long as the split in the city’s administration continues, 
they may well continue to bring pressure to bear on West- 
ern Berlin in this manner; and that any prescriptions to 
the contrary would scarcely be enforceable in view of the 
fact that all economic activity in the Soviet-controlled 
areas is subject to pervasive and arbitrary official controls. 





[C] Annex B: Suggested Principles for Settle- 
ment on Berlin Currency and Trade by the 
U.S. Expert Representative 


It is suggested that the Committee give consideration 
to a modus vivendi on Berlin currency and trade along 
the following general lines: 


1. Supply of East Mark Currency to Western Berlin 


The Western Stadtkontor would be established as the 
central bank for Western Berlin with powers to regulate 
and supervise the policies and operations of other credit 
institutions in that area. 

The German Bank of Emission would undertake to 
supply East mark currency, when and in the denomina- 
tions requested, to the Western Stadtkontor in the fol- 
lowing amounts and on the following terms: 


a. Such amount as might be necessary to exchange at 
one for one all B-mark currency which has been duly 
issued in Western Berlin and which is offered for conver- 
sion. The Western Powers could give an assurance as to 
the maximum amount which would be converted (i. e. the 
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total amount issued less the amount known to be already 
held in the Western zones). Furthermore in order to in- 
sure that, even within this maximum amount, East marks 
were issued only for genuine conversion purposes, the 
currency exchange might be carried out under the super- 
vision of a Neutral Commission to be agreed upon (pre- 
sumably a commission appointed by the members of the 
Security Council not parties to the Berlin dispute). 

The counter-value to be provided to the German Bank 
of Emission would be non-interest-bearing and perpetual 
obligation issued by the Western Magistrat of Berlin to 
the Western Stadtkontor for this purpose. 

b. Such further amounts as might be deemed necessary 
by the Western Stadkontor for the purposes of its opera- 
tions, provided that the German Bank of Emission could 
refuse further deliveries of currency during any period 
of time, in which, according to judgment duly rendered 
by the Neutral Commission, the general level of effective 
prices in Western Berlin was surpassing by an agreed 
margin the corresponding level in the Soviet sector and 
zone. It would be necessary for the Four Occupying 
Powers to agree in advance upon a directive to the Neu- 
tral Commission giving guidance as to the nature of its 
calculations (e. g. providing that it give appropriate 
weight to free market as well as to official prices), and 
conferring upon it and the members of its staff the au- 
thority and facilities for making on-the-spot investiga- 
tions of price conditions in both Western Berlin and 
the Soviet sector and zone. 

The counter-value in this case would be perpetual obliga- 
tions issued by the Western Stadtkontor with the 
guarantee of the Western Magistrat and bearing an agreed 
nominal rate of interest designed to compensate the Ger- 
man Bank of Emission for services rendered in furnishing 
the currency supply of Western Berlin. The Western 
Stadtkonter should have the right to retire these obliga- 
tions (as well as the obligations issued under para. 1 (a) ) 
against payment in East mark currency or in deposit 
balances held with the German Bank of Emission. 

c. Such amounts as might be necessary from time to 
time to replace worn-out currency submitted for exchange 
by the Western Stadtkontor. The Neutral Commission 
would be made responsible for arbitrating any disputes 
as to whether currency submitted for exchange was genu- 
ine (i. e. not counterfeit) and actually unfit for further 
circulation. 

No counter-value in this case would be necessary except 
the unfit currency presented for exchange. 


2. External Trade and Payments for Western Berlin 


The Western Powers would be accorded the unrestricted 
right to regulate and supervise in Western Berlin the 
conduct of the external trade and payments of that 
area, including its trade and payments with the Soviet 
sector and zone, and including in “trade” all imports and 
exports, whether or not a net balance is achieved. The 
Western Powers would also be accorded the unrestricted 
right to control the disposition of the local currency 
counterpart of imports into Western Berlin not compen- 
sated by exports. Free transit in both directions would 
be accorded to trade moving between Western Berlin and 
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the Western zones of Germany along agreed communi- 
cation paths. The Soviet authorities for their part would 
be accorded the right to regulate and supervise in their 
sector and zone economic intercourse between those areas 
and Western Berlin. 


3. Municipal Budget 


The Western Powers would be accorded the unrestricted 
right to regulate and supervise the budgetary operations 
of the Western Magistrat and to levy and collect occupa- 
tion costs from this source. 

It is submitted that a currency and trade settlement 
along the lines above outlined would give the Soviet au- 
thorities reasonable and equitable assurances against 
unfavourable repercussions upon the Soviet sector and 
zone from the Administration of currency and trade in 
Western Berlin. At the same time, by giving the Western 
Powers wide latitude in such administration, it would 
protect their interests and immensely reduce the number 
of operating problems on which differences of opinion 
could arise. 

It is recognized that the Soviet authorities have a legiti- 
mate interest in assuring that goods are not drained off 
from the Soviet sector and zone into Western Berlin, a 
movement which might be stimulated if there was a dis- 
proportional inflation of prices in Western Berlin as a 
result of undue currency and credit expansion. Such a 
movement might have the further unfortunate effect from 
the point of view of the Soviet authorities of increasing 
the amount of currency (and hence free spending power) 
held by persons in the Soviet-controlled areas. It is also 
recognized that, if Western Berlin is to have free trading 
facilities with the Western zones and third countries, the 
Soviet authorities would have a legitimate interest in 
assuring that these facilities could not be employed by 
persons resident in the Soviet sector and zone in order 
to evade the trade controls applicable in those areas. 

In the suggestions set forth above, it is proposed that 
the Soviet authorities obtain protection against such 
possible consequences principally by enforcing appropriate 
controls in the Soviet sector and zone over economic in- 
tercourse between those areas and Western Berlin. It 
would not be necessary, of course, for the Soviet au- 
thorities to forbid the movement of trade, but only to 


assure that it resulted in two-way net balance so that no . 


net drainage of goods from the Soviet sector and zone 
would occur. It is believed that both Western Berlin 
and the Soviet sector and zone would derive sufficient 
profit from a mutual interchange of trade that agree- 
ments could be negotiated from time to time as to the 
level and character of such trade. 

It is further conceded that controls of this character 
might conceivably become subject to irresistible pressure 
if the general level of prices in Western Berlin greatly 
Surpass that prevailing in the Soviet sector and zone. 
This might happen, for example, if Western Berlin fol- 
lowed an entirely different monetary policy from that 
being pursued in the Soviet-controlled areas. This pos- 
sibility is considered remote, especially since, once the 
blockade is lifted and Western Berlin is permitted to 
develop its normal economic life the supply situation 
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should come to be as favourable there as in Soviet-con- 
trolled areas. Nonetheless, in order to provide protec- 
tion for Soviet interests and as a further demonstration 
of good faith, it has been suggested that the Western 
Powers accept the limitation upon their freedom of action 
in the monetary administration of Western Berlin con- 
tained in the price formula set forth in 1. (0) above. A 
“keep-in-step” formula based upon general price levels 
has considerable advantages over one based upon statistics 
of currency in circulation: firstly, because price data 
would be much more readily subject to confirmation by 
independent investigation of the Neutral Commission, 
and secondly, because relative prices are a much more 
significant factor in determining the tendency of goods to 
flow between the two economic areas involved. 

The words “two economic areas” are used advisedly. 
The Western Powers have never committed themselves to 
the principle that there should be full economic integra- 
tion between Berlin and the Soviet zone. Under interna- 
tional agreements, Berlin has a special juridical status 
as a city under quadripartite control and administration, 
and it was never intended that this status should be com- 
promised by acceptance of the East mark as Sole legal 
tender in the city. Now that the city has been split by 
illegal acts of the Soviet authorities, the Western Powers 
are exercising and must for the time being continue to 
exercise full administrative jurisdiction in Western Ber- 
lin. Under these circumstances, and given the measures 
of protection for Soviet interests suggested above, there 
would appear to be no valid Soviet interest in the charac- 
ter and administration of the detailed regulations which 
would be instituted in Western Berlin regarding currency, 
banking credit, prices, wages, taxes, public and occupation 
expenditures, imports, exports and external payments. 

Finally, some technical points may be mentioned in 
connection with one aspect of the suggested currency 
arrangements namely the provision of counter-value 
against currency issues. Under 1. (a), it is proposed that 
the counter-value be perpetual non-interest-bearing obli- 
gations of the Western Magistrat, a comparable device 
having been used in the Western zones to provide the 
Bank Deutsche Laender with assets against its initial per 
capita currency issue. The different type of counter- 
value suggested under 1. (0), has been designed to meet 
several problems. Firstly, the “eligible paper” problem 
(cf. comment in para I, 2 of Annex A) is solved by provid- 
ing a single uniform type of paper offering a maximum 
degree of security. Secondly, it is suggested that the 
obligations in question be made perpetual in order to avoid 
the needless complications which would arise from a con- 
stant turn-over. Thirdly, the suggestion as to the rate of 
interest on these obligations arises from the consideration 
that it would be inequitable for the German Bank of 
Emission to charge its full rate of rediscount to the West- 
ern Stadtkontor unless Western Berlin were given its 
proportionate share in the net earnings of the Bank of 
Emission. 

The Committee will appreciate, of course, that the sug- 
gestions stated above do not purport to cover the large 
number of technical provisions which it would be essen- 
tial to incorporate in any eventual settlement. 
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[D] Supplementary Informal Memorandum to 
the Technical Committee From U.S. Currency 
Expert 


1 February 1949 
In supplementation of my Informal Memorandum to 
you dated 15 January, 1949, I should like to suggest the 
inclusion of a new paragraph 4 in Annex B of the said 
memorandum, reading as follows: 


4. A Financial Commission of representatives of the 
four Military Governors would be established with the 
following supervisory powers: 

(a) To approve trade and payments arrangements re- 
lating to commerce between Western Berlin and the Soviet 
sector and zone; 

(bv) To hear complaints by any of the Occupying Powers 
with respect to alleged breaches of the basic agreement 
on Berlin Currency and Trade, and to decide and report 
to the Military Governors as to the merits of such com- 
plaints; 

(c) To hear proposals for amendment of the basic 
agreement, and to recommend to the Military Governors 
action to be taken with respect to such proposals. 


This Financial Commission would take decisions by 
unanimous vote; points of disagreement would be referred 
to the Military Governors. 


ENCLOSURE 7? 


Outline of Possible Basis for Settlement Sub- 
mitted by U.S. Currency Expert to Technical 
Committee 


In the absence of a unified municipal administration 
and the restoration of full and effective quadripartite 
control in Berlin, it is my belief that a currency and trade 
settlement for Berlin based upon the use of the East 
mark could only be made equitable and workable if it 
were constructed on the basis of two fundamental 
premises : 


(a) that in view of the de facto situation of a split 
city in Berlin, the Western Powers should have the ex- 
clusive right to administer currency and trade in the 
Western sectors of Berlin; and 

(b) that the legitimate interest of the Soviet authorities 
in protecting areas under their control against a dis- 
ruptive economic impact from the administration of cur- 
rency and trade in the Western sectors should be assured, 
not by giving the Soviet authorities a voice in this ad- 
ministration, but rather by explicit provisions in the 
initial quadripartite settlement fortified by the exercise 
of appropriate controls by the Soviet authorities in their 
sector and zone over economic intercourse between those 
areas and the Western sectors of Berlin. 


* For the documents in enclosure 7 not here printed, see 
United Nations press release SC/908, Mar. 15, 1949, pp. 
132, 188-139. 
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Proceeding from these premises, I would suggest that a 
modus vivendi on Berlin currency and trade which would 
be equitable and workable under present conditions might 
take the general lines set forth below. It should be under- 
stood, of course, that any settlement on currency and 
trade presupposes that the various restrictive measures 
illegally imposed by the Soviet authorities since last 
March upon communications between Berlin and the 
Western zones would be lifted and removed and in no 
manner reimposed. It should also be understood that 
despite the de facto situation in Berlin the Western Powers 
have no intention of relinquishing their juridical right 
to participate in full quadripartite administration through- 
out Berlin. 


1. Supply of East Mark Currency to Western Berlin 


The Western Stadtkontor would be established as the 
central bank for Western Berlin with powers to regulate 
and supervise the policies and operations of other credit 
institutions in that area. 

The German Bank of Emission would undertake to sup- 
ply East mark currency, when and in the denominations 
requested, to the Western Stadtkontor in the following 
amounts and on the following terms: 


a. Such amount as might be necessary to exchange at 
one for one all “B” mark currency which has been duly 
issued in Western Berlin and which is offered for con- 
version. The Western Powers could give an assurance as 
to the maximum amount which would be converted (i. e. 
the total amount issued less the amount known to be 
already held in the Western zones). Furthermore in 
order to insure that, even within this maximum amount, 
East marks were issued only for genuine conversion 
purposes, the currency exchange might be carried out 
under the supervision of a Neutral Commission to be 
agreed upon (presumably a commission appointed by 
the members of the Security Council not parties to the 
Berlin dispute). 

The counter-value to be provided to the German Bank 
of Emission would be non-interest-bearing and perpetual 
obligations issued by the Western Magistrat of Berlin to 
the Western Stadtkontor for this purpose. 

b. Such further amounts as might be deemed necessary 


. by the Western Stadtkontor for the purposes of its opera- 


tions, provided that the German Bank of Emission could 
refuse further deliveries of currency during any period 
of time, in which, according to judgment duly rendered 
by the Neutral Commission, the general level of effective 
prices in Western Berlin was surpassing by an agreed 
margin the corresponding level in the Soviet sector and 
zone. It would be necessary for the Four Occupying 
Powers to agree in advance upon a directive to the Neutral 
Commission giving guidance as to the nature of its cal- 
culations (e. g. providing that it give appropriate weight 
to free market as well as to official prices), and confer- 
ring upon it and the members of its staff the authority and 
facilities for making on-the-spot investigations of price 
conditions in both Western Berlin and the Soviet sector 
and zone. 
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The counter-value in this case would be perpetual 
obligations issued by the Western Stadtkontor with the 
guarantee of the Western Magistrat and bearing an 
agreed nominal rate of interest designed to compensate 
the German Bank of Emission for services rendered in 
furnishing the currency supply of Western Berlin. The 
Western Stadtkontor should have the right to retire these 
obligations (as well as the obligations issued under para. 
1 (a)) against payment in East mark currency or in 
deposit balances held by the German Bank of Emission. 

ec. Such amounts as might be necessary from time to 
time to replace worn-out currency submitted for exchange 
by the Western Stadtkontor. The Neutral Commission 
would be made responsible for arbitrating any disputes 
as to whether currency submitted for exchange was genu- 
ine (i. e. not counterfeit) and actually unfit for further 
circulation. 

No counter-value in this case would be necessary except 
the unfit currency presented for exchange. 


2. External Trade and Payments for Western Berlin 


The Western Powers would be accorded the unrestricted 
right to regulate and supervise in Western Berlin the 
conduct of the external trade and payments of that area, 
including its trade and payments with the Soviet sector 
and zone, and including in “trade” all imports and exports, 
whether or not a net balance is achieved. The Western 
Powers would also be accorded the unrestricted right to 
control the disposition of the local currency counterpart 
of imports into Western Berlin not compensated by ex- 
ports. Free transit in both directions would be accorded 
to trade moving between Western Berlin and the Western 
zones of Germany along agreed communication paths. 
The Soviet authorities for their part would be accorded 
the right to regulate and supervise in their sector and 
zone economic intercourse between those areas and 
Western Berlin. 


3. Municipal Budget 


The Western Powers would be accorded the unrestricted 
right to regulate and supervise the budgetary operations 
of the Western Magistrat and to levy and collect occupa- 
tion costs from this source. 

The Committee will appreciate, of course, that the 
suggestions stated above do not purport to cover the large 
number of technical provisions which it would be es- 
sential to incorporate in any eventual settlement. 


ENCLOSURE 8 


Supplementary Informal Memorandum to 
Chairman of Technical Committee From Cur- 
reney Experts of Three Western Occupying 


Powers 
4 February 1949 


1. From a review of the Committee’s preliminary draft 
proposals, and after re-examination of the comments sub- 
mitted thereon by the Soviet expert and ourselves, it is 
clear to us that a very considerable area of disagreement 
remains which seems scarcely possible to reconcile on the 
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basis of the Committee’s draft. We also note that much 
of the difficulty arises because of the absence at the pres- 
ent time of a unified city administration in Berlin. 

2. In our previous statements to the Committee, we 
have emphasized that the Western Occupying Powers are 
anxious to restore a unified municipal administration and 
full and effective quadripartite control in Berlin at the 
earliest opportunity. Our Governments would therefore 
like to regard any arrangements now made for the ad- 
ministration of currency and trade in a split city as con- 
stituting only a temporary modus vivendi which would 
lift the blockade of Berlin and open the way to broader 
negotiations directly among the Four Powers with respect 
to the reunification of Berlin and the problems of Ger- 
many as a whole. 

3. We therefore urge the Committee to give earnest con- 
sideration, in preparing its report to the President of the 
Security Council, to the alternative suggestions put for- 
ward by the United States expert, and previously com- 
mended to the attention of the Committee by the experts 
of France and the United Kingdom. We invite the Com- 
mittee to consider the possibility offered by these sugges- 
tions of an interim solution, adapted to the present circum- 
stances of a split city and affording provisional protection 
for the legitimate interests of all Four Occupying Powers. 
If reunification of the municipal administration of Ber- 
lin can be achieved, our Governments would then be pre- 
pared to give renewed consideration to the Committee 
preliminary draft proposals, with appropriate amend- 
ments, or to any alternative plans which may be de- 
veloped for the use of a single currency in Berlin adapted 
to the circumstances of the reunified city administration. 


ENCLOSURE 11‘ 


Information Submitted to Chairman of Tech- 
nical Committee by Currency Experts of Three 
Western Occupying Powers on Issue of “BB” 
Marks in Berlin 


10 February 1949 
We enclose herewith for the information of the Com- 


mittee the answers to the questionnaire about the issue 
of “B” marks in Berlin which was handed to the Com- 
mittee by the Soviet expert. 

2. This information can, at the discretion of the Com- 
mittee, be made available to the Soviet expert provided 
that information relating to the same dates about the 
issue of currency in the Soviet zone and sector of Berlin, 
as required under sub-paragraphs 15 (1) (a) and 15 (1) 
(b) of the Committee’s Informal Memorandum, can be 
made available to us. Alternatively, the figures relating 
to Ist January 1949 can be made available to the Soviet 
expert provided that the above information relating to 
that date is made available to us. 


‘For enclosures 9 and 10, not here printed, see United 
Nations press release SC/908, Mar. 15, 1949, p. 141 and 
145 respectively. 
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BERLIN CURRENCY AND TRADE 
[Millions of “‘B”’ marks] 





| At time | 


On Ist | On Ist 
Item | of cur- October | January 
| =v | oe 1949 
} reform 





| 
| | 


A. Grand total of “B” marks | 
issued is no + 0 eee ee 1 AS 
B. Basis on which “B” marks | 
issued: 
a) Conversion of Reichsmark | 
cash. cows ew «6 SS 18 8 | 1960 
b) Revaluation of accounts. . .| 47. 4 |127.7 | 116.0 


c) Granting of loans: 
(i) to administrative bodies.| Nil Nil 2.0 
(ii) to economic organizations 

and business firms. .. . Nil 
(iii) to other organizations and 
oS a eae Nil .5 .0 

d) Initial allotment to admini- 
strative bodies . = 

e) Loans to administrative bodies 
from German authorities in 
Western zones. ...... Nil Nil 

f) To business enterprises 
against deposit of Deutsche 
marks with the Bank Deut- 
echer Lander. .......-1 Q@1 7.5 

C. Assignment of “B” marks 
issued: 

a) To the population of Berlin 
(including administrative bod- 
ies—see B (c) (i) B (d) and 
B (e) above). ... 











. 1168. 0 |265.6 | 394.0 


b) To the funds of Berlin credit | 
institutions 


47.4 '134.8 ' 133.0 









1, The United States, the United Kingdom and 
French Military Governors, after consulting with 
the responsible German authorities in Frankfort 
and in Berlin, and in response to the unanimous 
resolution of the City Assembly on the 4th Novem- 
ber, 1948, have today decided that as from March 
20 the East mark shall cease to be legal tender in 
the Western sectors of Berlin. 

2. The currency reform in the Western zones 
in June 1948 did not disturb the position in 
Berlin. The reform in the Soviet zone was, how- 
ever, made applicable to Berlin as well and the 
East mark was declared to be the sole legal cur- 
rency in Berlin. 
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It was in these circumstances 


Three Power Statement on Currency Reform 





{Millions of “B’’ marks] 











| At time | | 
Item pt | Comer | Seman 
ie 1948 1949 
| 
C. Assignment of “B” marks | 
issued—Continued. | | 
c) To business enterprises under | 
B (e)above........ 7 7.5 | 28.0 
d) At the disposal of the Cur- 
rency Commission 139.5 | 20.2} 16.0 
e) To the Western zones. Nil | Nil Nil 


D. Total amount of ‘‘B” marks which may be presented 
for conversion in event of the unification of currency 
throughout Berlin. The figure for the grand total of 
“B” marks issued at January Ist 1949 include 145.4 
million returned from the Western zones and re-issued. 
The total amount of notes however which have been 
stamped with the letter ‘‘B’”’ by the Currency Commis- 
sion is 411.2 million. The best estimate we can made 
for the total amount of ‘“‘R’’ marks which might be 
presented for conversion in the event of currency unifi- 
cation throughout Berlin is 325.7 made up as follows: 


411.2 million as above, less 55.5 million at present 
held by the Deutscher Linder, and less an amount 
of 30 million estimated as in circulation in the 
Western zones at any one time. 





Nore: Various repayments account for the figures for 
January 1, 1949, being in some cases lower than those for 
October 1, 1948. 


[Excerpts printed from United Nations press release 
SC/908 of March 19, 1949] 





that the Western Powers were obliged to introduce 


the West mark into their sectors. However, in 
their desire to facilitate four-power agreement on 
the problem of Berlin the Western Powers adopted 
arrangements under which both the West mark 
and the East mark were legal currency in their 
sectors. 

3. These arrangements were designed as a tempo- 
rary expedient in the hope that agreement for a 
single currency under four-power control in Berlin 
would quickly be achieved. Failure to reach this 
agreement coupled with the splitting of the city 
administration and continuance of the blockade 
have meant that these arrangements have been in- 





Documents & State Papers 





consistent with the smooth ordering of economic 
and financial life in Western sectors, and grave 
economic and social injustices have resulted. 
Neither the Western Powers nor the Magistrat 
have any control over the supply of East marks 
and the currency situation in the Western sectors 
has to that extent been dependent on the Soviet 
authorities. At times there has been a great 
shortage of East marks, and the payment of wages 
and salaries has been delayed for considerable 
periods. In addition, the unequal distribution of 
the two currencies among the population has 
caused considerable hardship. Some firms, espe- 
cially those dealing in essential commodities, have 
been obliged to deal in East marks only, whereas 
others have sold their products almost exclusively 
for West marks. With the West mark as the 


more valuable currency, exchanging for about 4 
East marks, real wages have no longer depended 
on a worker’s ability or energy, but on the accident 
of whether his employer has been in a position to 
include a substantial proportion of West marks in 
These inequalities have thrown 


his wage packet. 


BERLIN CURRENCY REFORM 


increasing strain upon the economic and social 
structure of the city, which is in no position to 
bear them easily. 

4. The passage of time has increased these in- 
equalities. The Western Powers would long ago 
have taken action to correct them, but for their 
desire not to prejudice the efforts of the Security 
Council to work out a satisfactory solution to the 
Berlin currency and trade problems. They have, 
however, during the period since October 1948, 
when this problem has been before the Security 
Council, consistently reserved their right to take 
such measures as might be necessary to maintain 
their position in Berlin. Now that the Committee 
of Neutral Experts, which was set up by Dr. 
Bramuglia to examine the problem of currency 
and trade, has reported that future work at this 
stage does not appear useful, the Western Powers 
cannot delay putting into effect measures which 
the economic and financial situation in Berlin has 
rendered long overdue. 


[Issued by the Military Government in Berlin on 
March 20, 1949] 





International Wheat Agreement 


The Governments parties to this Agreement, 

Intending to overcome the serious hardship caused to 
producers and consumers by burdensome surpluses and 
critical shortages of wheat, and 

Having resolved that it is desirable to conclude an 
international wheat agreement for this purpose, 

Have agreed as follows: 


PART 1. GENERAL 
Article I 


Objectives 


The objectives of this Agreement are to assure supplies 
of wheat to importing countries and markets for wheat 
to exporting countries at equitable and stable prices. 


Article II 
Definitions 
1. For the purposes of this Agreement: 


“Advisory Committee on Price Equivalents’ means the 
Committee established under Article XV. 

“Bushel” means sixty pounds avoirdupois. 

“Carrying charges” means the costs incurred for storage, 
interest and insurance in holding wheat. 

“C. & f.” means cost and freight. 

“Council” means the International Wheat Council es- 
tablished by Article XIII. 

“Crop-year” means the period from August 1 to July 31, 
except that in Article VII it means in respect of Australia 
and Uruguay the period from December 1 to November 30 
and in respect of the United States of America the period 
from July 1 to June 30. 

“Executive Committee’ means the Committee estab- 
lished under Article XIV. 

“Exporting country” means, as the context requires, 
either (i) the Government of a country listed in Annex B 
to Article III which has accepted or acceded to this 
Agreement and has not withdrawn therefrom, or (ii) that 
country itself and the territories in respect of which the 
rights and obligations of its Government apply under 
Article XXIII. 

“Fa. q.” means fair average quality. 

“F. o. b.” means free on board ocean vessel. 

“Guaranteed quantity” means in relation to an import- 
ing country its guaranteed purchases for a crop-year and 
in relation to an exporting country its guaranteed sales 
for a crop-year. 

“Importing country” means, as the context requires, 
either (i) the Government of a country listed in Annex 
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A to Article III which has accepted or acceded to this 
Agreement and has not withdrawn therefrom or (ii) that 
country itself and the territories in respect of which the 
rights and obligations of its Government apply under 
Article XXIII. 

“International Trade Organization” means the Organi- 
zation provided for in the Havana Charter, dated March 
24, 1948, or, pending the establishment of that Organiza- 
tion, the Interim Commission established by a resolution 
adopted by the United Nations Conference on Trade and 
Employment held in Havana from November 21, 1947 to 
March 24, 1948. 

“Marketing costs” means all usual charges incurred in 
procurement, marketing, chartering, and forwarding. 

“Metric ton” means 36.74371 bushels. 

“Old crop wheat” means wheat harvested more than 
two months prior to the beginning of the current crop- 
year of the exporting country concerned. 

“Territory” in relation to an exporting or importing 
country includes any territory in respect of which the 
rights and obligations under this Agreement of the Gov- 
ernment of that country apply under Article XXIII. 

“Transaction” means a sale for import into an import- 
ing country of wheat exported or to be exported from an 
exporting country, or the quantity of such wheat so sold, 
as the context requires. Where reference is made in this 
Agreement to a transaction between an exporting coun- 
try and an importing country, it shall be understood to 
refer not only to transactions between the government of 
an exporting country and the government of an import- 
ing country but also to transactions between private 
traders and to transactions between a private trader and 
the government of an exporting or an importing country. 
In this definition ‘government’ shall be deemed to include 
the government of any territory in respect of which the 
rights and obligations of any Government accepting or 
acceding to this Agreement apply under Article XXIII. 

“Unfulfilled guaranteed quantity” means the difference 
between the quantities entered in the Council’s records 
in accordance with Article IV in respect of any exporting 
or importing country for a crop-year and that country’s 
guaranteed quantity for that crop-year. 

“Wheat” includes wheat grain and, except in Article 
VI, wheat-flour. 


2. Seventy-two units by weight of wheat-flour shall 
be deemed to be equivalent to one hundred units by weight 
of wheat grain in all calculations relating to guaranteed 
purchases or guaranteed sales, unless the Council decides 
otherwise. 
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PART 2. RIGHTS AND OBLIGATIONS 
Article Iii 


Guaranteed Purchases and Guaranteed Sales 


1. The quantities of wheat set out in Annex A to this 
Article for each importing country represent, subject to 
any increase or reduction made in accordance with the 
provisions of Part 3 of this Agreement, the guaranteed 
purchases of that country for each of the four crop-years 
covered by this Agreement. 

2. The quantities of wheat set out in Annex B to this 
Article for each exporting country represent, subject to 
any increase or reduction made in accordance with the 
provisions of Part 3 of this Agreement, the guaranteed 
sales of that country for each of the four crop-years cov- 
ered by this Agreement. 

3. The guaranteed purchases of an importing country 
represent the maximum quantity of wheat which, subject 
to deduction of the amount of the transactions entered in 
the Council’s records in accordance with Article IV against 
those guaranteed purchases, 


(a) that importing country may be required by the 
Council, as provided in Article V, to purchase from the 
exporting countries at prices consistent with the minimum 
prices specified in or determined under Article VI, or 

(b) the exporting countries may be required by the 
Council, as provided in Article V, to sell to that importing 
country at prices consistent with the maximum prices 
specified in or determined under Article VI. 

4. The guaranteed sales of an exporting country rep- 
resent the maximum quantity of wheat which, subject 
to deduction of the amount of the transactions entered in 
the Council’s records in accordance with Article IV against 
those guaranteed sales, 


(a) that exporting country may be required by the 
Council, as provided in Article V, to sell to the importing 
countries at prices consistent with the maximum prices 
specified in or determined under Article VI, or 

(b) the importing countries may be required by the 
Council, as provided in Article V, to purchase from that 
exporting country at prices consistent with the minimum 
prices specified in or determined under Article VI. 


5. If an importing country finds difficulty in exercising 
its right to purchase its unfulfilled guaranteed quantities 
at prices consistent with the maximum prices specified in 
or determined under Article VI or an exporting country 
finds difficulty in exercising its right to sell its unfulfilled 
guaranteed quantities at prices consistent with the mini- 
mum prices so specified or determined, it may have resort 
to the procedure in Article V. 

6. Exporting countries are under no obligation to sell 
any wheat under this Agreement unless required to do 
so as provided in Article V at prices consistent with the 
maximum prices specified in or determined under Article 
VI. Importing countries are under no obligation to pur- 
chase any wheat under this Agreement unless required to 
do so as provided in Article V at prices consistent with the 
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minimum prices specified in or determined under Article 
VI. 

7. The quantity, if any, of wheat-flour to be supplied 
by the exporting country and accepted by the importing 
country against their respective guaranteed quantities 
shall, subject to the provisions of Article V, be determined 
by agreement between the buyer and seller in each trans- 
action. 

8. Exporting and importing countries shall be free to 
fulfill their guaranteed quantities through private trade 
channels or otherwise. Nothing in this Agreement shall 
be construed to exempt any private trader from any laws 
or regulations to which he is otherwise subject. 


Annex A to Article III 


Guaranteed Purchases 
Thousands of metric tons ! 


Onpone bat 1 to Equivalent 


in bushels 


a ee oc ee ae for each 


1949-50|1950-51|1951-52|1952-53| “P-year 


Austria 
Belgium 
Bolivia 


300 


300 
550 
7 
360 
80 
200 
20 
202 
44 


300 | 11,023, 113 
20, 209, 040 
2, 755, 778 
13, 227, 736 
2, 939, 497 
7, 348, 742 
734, 874 

7, 422, 229 
1, 616, 723 
734, 874 

1, 102, 311 
6, 981, 305 
404, 181 
15, 726, 308 
367, 437 
38, 286, 946 
10, 104, 520 
3, 674, 371 
40, 418, 081 
2, 388, 341 
36, 744 


6, 246, 431 
Netherlands ? 25, 720, 597 


New Zealand 4, 592, 964 

293, 950 
7, 716, 179 

624, 643 
2, 204, 623 
7, 348, 742 
Philippines 196 7, 201, 767 
Portugal 120 4, 409, 245 
Saudi Arabia 50 1, 837, 185 
Sweden 75 2, 755, 778 
175 6, 430, 149 
300 | 11,023,113 
United Kingdom | \ 4,819 | 177, 067, 938 
Venezuela 90 3, 306, 934 


~ 
as 


Denmark 
Dominican Republic 
Ecuador 


esxeBseiee 
gssrBeSe2iuak 


Ss 
Sey 








Total (37 countries) . . . .|12,418 |12, 418 |12, 418 112, 418 456/283, 389 


1 Unless the Council decides otherwise, 72 metric tons of wheat-flour shall 
be deemed equivalent to 100 metric tons of wheat for the purpose of relating 
quantities of wheat-flour to the quantities specified in this Annex. 

4 Quantity listed for the Netherlands includes for each crop-year 75,000 
metric tons or 2,755,778 bushels for Indonesia. 
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Annex B te Article III 


Guaranteed Sales 


Thousands of metric tons ! 





Crop-year, August 1 














foul 3 neat 
Country che cee Wee Wee for each 
1949-50'1950-51 1951-52) 1952-53 i inal 
= | | 
. | 
OS are 2,177 | 2,177 | 2,177 | 2,177 80, 000, 000 
RR Sided Sag, ig 5,527 | 5,527 | 5,527 | 5,527 | 203, 069, 635 
RD he oth: bl tae ek 90 9| 9 90 3, 306, 934 
United States of America? . .| 4,574 | 4,574 | 4,574 | 4,574] 168, 069, 635 
NAS Ss Fated Rees 50 50 50 50 1, 837, 185 
; ae 


| a ae on ‘eam 12, 418 a. ma | 456, 283, 389 





1 Unless the Council decides otherwise, 72 metric tons of wheat-flour shall 
be deemed equivalent to 100 metric tons of wheat for the purpose of relating 
quantities of wheat-flour to the quantities specified in this Annex. 

2 In the event of the provisions of Article X being invoked by reason of a 
short crop it will be recognized that these guaranteed sales do not include 
the minimum requirements of wheat of any occupied Area for which the 
United States of America has, or may assume, supply responsibility, and that 
the necessity of meeting these requirements will be one of the factors consid- 
ered in determining the ability of the United States of America to deliver its 
guaranteed sales under this Agreement. 


Article IV 


Recording of Transactions Against Guaranteed 
Quantities 


1, The Council shall keep records for each crop-year of 
those transactions and parts of transactions in wheat 
which are part of the guaranteed quantities in Annexes 
A and B to Article III. 

2. A transaction or part of a transaction in wheat grain 
between an exporting country and an importing country 
shall be entered in the Council’s records against the 
guaranteed quantities of those countries for a crop-year: 


(a) provided that (i) it is at a price not higher than 
the maximum nor lower than the minimum specified in 
or determined under Article VI for that crop-year, and 
(ii) the exporting country and the importing country 
have not agreed that it shall not be entered against their 
guaranteed quantities; and 

(b) to the extent that (i) both the exporting and the 
importing country concerned have unfulfilled guaranteed 
quantities for that crop-year, and (ii) the loading period 
specified in the transaction falls within that crop-year. 


3. If the exporting country and the importing country 
concerned so agree, a transaction or part of a transaction 
made under an agreement for the purchase and sale of 
wheat entered into prior to the entry into force of Part 
2 of this Agreement shall, irrespective of price but subject 
to the conditions (0) of paragraph 2 of this Article, 
also be entered in the Council’s records against the 
guaranteed quantities of those countries. 

4. If a commercial contract or governmental agreement 
on the sale and purchase of wheat-flour contains a state- 
ment, or if the exporting country and the importing 
country concerned inform the Council that they are agreed, 
that the price of such wheat-flour is consistent with the 
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prices specified in or determined under Article VI, the 
wheat grain equivalent of such wheat-flour shall, subject 
to the conditions prescribed in (a) (ii) and (0) of para- 
graph 2 of this Article, be entered in the Council’s records 
against the guaranteed quantities of those countries. If 
the commercial contract or governmental agreement does 
not contain a statement of the nature referred to above 
and the exporting country and the importing country 
concerned do not agree that the price of the wheat-flour 
is consistent with the prices specified in or determined 
under Article VI, either of those countries may, unless 
they have agreed that the wheat grain equivalent of that 
wheat-flour shall not be entered in the Council’s records 
against their guaranteed quantities, request the Council to 
decide the issue. Should the Council, on consideration of 
such a request, decide that the price of such wheat-flour 
is consistent with the prices specified in or determined 
under Article VI, the wheat grain equivalent of the wheat- 
flour shall be entered against the guaranteed quantities of 
the exporting and importing countries concerned, subject 
to the conditions prescribed in (0) of paragraph 2 of 
this Article. Should the Council, on consideration of such 
a request, decide that the price of such wheat-flour is in- 
consistent with the prices specified in or determined under 
Article VI, the wheat grain equivalent of the wheat-flour 
shall not be so entered. 

5. The Council shall prescribe rules of procedure, in ac- 
cordance with the following provisions, for the reporting 
and recording of transactions which are part of the 
guaranteed quantities: 


(a) Any transaction or part of a transaction, between 
an exporting country and an importing country, qualify- 
ing under paragraph 2, 3, or 4 of this Article to form part 
of the guaranteed quantities of those countries shall be 
reported to the Council within such period and in such 
detail and by one or both of those countries as the Coun- 
cil shall lay down in its rules of procedure. 

(b) Any transaction or part of a transaction reported 
in accordance with the provisions of subparagraph (a) 
shall be entered in the Council's records against the 
guaranteed quantities of the exporting country and the 
importing country between which the transaction is made. 

(c) The order in which transactions and parts of trans- 
actions shall be entered in the Council’s records against 
the guaranteed quantities shall be prescribed by the Coun- 
cil in its rules of procedure. 

(d) The Council shall, within a time to be prescribed in 
its rules of procedure, notify each exporting country and 
each importing country of the entry of any transaction 
or part of a transaction in the Council’s records against 
the guaranteed quantities of that country. 

(e) If, within a period which the Council shall pre- 
scribe in its rules of procedure, the importing country 
or the exporting country concerned objects in any respect 
to the entry of a transaction or part of a transaction in 
the Council’s records against its guaranteed quantities, 
the Council shall review the matter and, if it decides 
that the objection is well-founded, shall amend its records 
accordingly. 

(f) If any exporting or importing country considers it 
probable that the full amount of wheat already entered 
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in the Council’s records against its guaranteed quantity 
for the current crop-year will not be loaded within that 
crop-year, that country may request the Council to make 
appropriate reductions in the amounts entered in its 
records. The Council shall consider the matter and, if it 
decides that the request is justified, shall amend its records 
accordingly. 

(g) Any wheat purchased by an importing country from 
an exporting country and resold to another importing 
country may, by agreement of the importing countries con- 
cerned, be entered against the unfulfilled guaranteed pur- 
chases of the importing country to which the wheat is 
finally resold provided that a corresponding reduction 
is made in the amount entered against the guaranteed 
purchases of the first importing country. 

(hk) The Council shall send to all exporting and im- 
porting countries, weekly or at such other interval as the 
Council may prescribe in its rules of procedure, a state- 
ment of the amounts entered in its records against 
guaranteed quantities. 

(¢) The Council shall notify all exporting and import- 
ing countries immediately when the guaranteed quantity 
of any exporting or importing country for any crop-year 
has been fulfilled. 


6. Each exporting country and each importing country 
may be permitted, in the fulfillment of its guaranteed 
quantities, a degree of tolerance to be prescribed by the 
Council for that country on the basis of the size of its 
guaranteed quantities and other relevant factors. 


Article V 
Enforcement of Rights 


1. (a) Any importing country which finds difficulty in 
purchasing its unfulfilled guaranteed quantity for any 
crop-year at prices consistent with the maximum prices 
specified in or determined under Article VI may request 
the Council’s help in making the desired purchases. 

(b) Within three days of the receipt of a request 
under subparagraph (@) the Secretary of the Council shall 
notify those exporting countries which have unfulfilled 
guaranteed quantities for the relevant crop-year of the 
amount of the unfulfilled guaranteed quantity of the im- 
porting country which has requested the Council’s help 
and invite them to offer to sell wheat at prices consistent 
with the maximum prices specified in or determined under 
Article VI. 

(c) If within fourteen days of the notification by the 
Secretary of the Council under subparagraph (b) the 
whole of the unfulfilled guaranteed quantity of the im- 
porting country concerned, or such part thereof as in 
the opinion of the Council is reasonable at the time the 
request is made, has not been offered for sale, the Council, 
having regard to any circumstances which the exporting 
and the importing countries may wish to submit for 
consideration and in particular to the industrial programs 
of any country as well as to the normal traditional volume 
and ration of imports of wheat-flour and wheat grain im- 
ported by the importing country concerned, shall, within 
seven days, decide the quantities, and also if requested to 
do so the quality and grade, of wheat grain and/or wheat- 
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flour which it is appropriate for each or any of the ex- 
porting countries to sell to that importing country for 
loading during the relevant crop-year. 

(d) Each exporting country required by the Coun- 
cil’s decision under subparagraph (c) to offer quantities 
of wheat grain and/or wheat-flour for sale to the import- 
ing country shall, within thirty days from the date of that 
decision, offer to sell those quantities to such importing 
country for loading during the relevant crop-year at prices 
consistent with the maximum prices specified in or de- 
terminated under Article VI and, unless those countries 
agree otherwise, on the same conditions regarding the 
currency in which payment is to be made as prevail gen- 
erally between them at that time. If no trade relations 
have hitherto existed between the exporting country and 
the importing country concerned and if those countries 
fail to agree on the currency in which payment is to be 
made, the Council shall decide the issue. 

(e) In case of disagreement between an exporting 
country and an importing country on the quantity of 
wheat-flour to be included in a particular transaction 
being negotiated in compliance with the Council’s decision 
under subparagraph (c), or on the relation of the price 
of such wheat-flour to the maximum prices of wheat grain 
specified in or determined under Article VI, or on the con- 
ditions on which the wheat grain and/or wheat-flour shall 
be bought and sold, the matter shall be referred to the 
Council for decision. 

2. (a) Any exporting country which finds difficulty in 
Selling its unfulfilled guaranteed quantity for any crop- 
year at prices consistent with the minimum prices specified 
in or determined under Article VI may request the Coun- 
cil’s help in making the desired sales. 

(b) Within three days of the receipt of a request 
under subparagraph (@) the Secretary of the Council 
shall notify those importing countries which have unful- 
filled guaranteed quantities for the relevant crop-year of 
the amount of the unfulfilled guaranteed quantity of the 
exporting country which has requested the Council's help 
and invite them to offer to purchase wheat at prices con- 
sistent with the minimum prices specified in or determined 
under Article VI. 

(c) If within fourteen days of the notification by 
the Secretary of the Council under subparagraph (b) 
the whole of the unfulfilled guaranteed quantity of the 
exporting country concerned, or such part thereof as in 
the opinion of the Council is reasonable at the time the 
request is made, has not been purchased, the Council, 
having regard to any circumstances which the exporting 
and the importing countries may wish to submit for 
consideration and in particular to the industrial programs 
of any country as well as to the normal traditional volume 
and ratio of imports of wheat-flour and wheat grain im- 
ported by the importing countries concerned, shall, within 
seven days, decide the quantities, and also if requested to 
do so the quality and grade, of wheat grain and/or 
wheat-flour which it is appropriate for each or any of the 
importing countries to purchase from that exporting 
country for loading during the relevant crop-year. 

(d) Each importing country required by the Coun- 
cil’s decision under subparagraph (¢) to offer to purchase 
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quantities of wheat grain and/or wheat-flour from the 
exporting country shall, within thirty days from the date 
of that decision, offer to purchase those quantities from 
such exporting country for loading during the relevant 
crop-year at prices consistent with the minimum prices 
specified in or determined under Article VI and, unless 
those countries agree otherwise, on the same conditions 
regarding the currency in which payment is to be made 
as prevail generally between them at that time. If no 
trade relations have hitherto existed between the export- 
ing country and the importing country concerned and if 
those countries fail to agree on the currency in which 
payment is to be made, the Council shall decide the issue. 

(e) In case of disagreement between an exporting 
country and an importing country on the quantity of 
wheat-flour to be included in a particular transaction being 
negotiated in compliance with the Council’s decision under 
subparagraph (c), or on the relation of the price of such 
wheat-flour to the minimum prices of wheat grain specified 
in or determined under Article VI, or on the conditions 
on which the wheat grain and/or wheat-flour shall be 
bought and sold, the matter shall be referred to the 
Council for decision. 


Artiele VI 
Prices 


1. The basic minimum and maximum prices for the 
duration of this Agreement shall be: 





Crop-year Minimum Maximum 





Dollars Dollars 
ND, cok Se ee we we a ew 1. 50 1. 80 
Sl ee ee ae 1. 40 1. 80 
SE ees 1. 30 1. 80 
M6. oe boo woe wal GT 1. 20 1. 80 





Canadian currency per bushel at the parity for the 
Canadian dollar, determined for the purposes of the In- 
ternational Monetary Fund as at March 1, 1949 for No. 1 
Manitoba Northern wheat in bulk in store Fort William/ 
Port Arthur. The basic minimum and maximum prices, 
and the equivalents thereof hereafter referred to, shall 
exclude sueh carrying charges and marketing costs as 
may be agreed between the buyer and the seller. 

2. The equivalent maximum prices for bulk wheat for: 


(a) No. 1 Manitoba Northern wheat in store Vancouver 
shall be the maximum price for No. 1 Manitoba Northern 
wheat in bulk in store Fort William/Port Arthur specified 
in paragraph 1 of this Article; 

(b) f. a. q. wheat f. o. b. Australia, sample wheat of 
France (minimum natural weight seventy-six kilograms 
per hectolitre; minimum protein content ten per cent; 
maximum dockage and moisture content two per cent and 
fifteen per cent respectively) f. o. b. French ports, and 
f. a. q. top grade wheat f. o. b. Uruguay, 


788 


shall be whichever is the lower of: 


(i) the maximum price for No. 1 Manitoba Northern 
wheat in bulk in store Fort William/Port Arthur 
specified in paragraph 1 of this Article converted into 
the currency of Australia, France, or Uruguay, as 
the case may be, at the prevailing rate of exchange, or 

(ii) the price f. o. b. Australia, France, or Uruguay, as 
the case may be, equivalent to the c. & f. price in the 
country of destination of the maximum price for No. 1 
Manitoba Northern wheat in bulk in store Fort 
William/Port Arthur specified in paragraph 1 of this 
Article, computed by using currently prevailing trans- 
portation costs and exchange rates and, in those im- 
porting countries where a quality differential is 
recognized, by making such allowance for difference in 
quality as may be agreed between the exporting 
country and the importing country concerned ; 


(c) No. 1 Hard Winter wheat f. o. b. Gulf/Atlantic 
ports of the United States of America shall be the price 
equivalent to the c. & f. price in the country of destination 
of the maximum price for No. 1 Manitoba Northern wheat 
in bulk in store Fort William/Port Arthur specified in 
paragraph 1 of this Article, computed by using currently 
prevailing transportation costs and exchange rates and 
by making such allowance for difference in quality as 
may be agreed between the exporting country and the 
importing country concerned; and 

(dad) No.1 Soft White wheat or No. 1 Hard Winter wheat 
in store Pacific ports of the United States of America 
shall be the maximum price for No. 1 Manitoba Northern 
wheat in bulk in store Fort William/Port Arthur specified 
in paragraph 1 of this Article, computed by using the 
prevailing rate of exchange and by making such allowance 
for difference in quality as may be agreed between the 
exporting country and the importing country concerned. 


38. The equivalent minimum price for bulk wheat for: 
(a) No. 1 Manitoba Northern wheat f. o. b. Vancouver, 
(b) f. a. q. wheat f. o. b. Australia, 

(c) ‘sample wheat of France (minimum natural weight 
seventy-six kilograms per hectolitre; minimum protein 
content ten per cent; maximum dockage and moisture con- 
tent two per cent and fifteen per cent respectively) f. o. b. 
French ports, 

(d) f. a. q. top grade wheat f. o. b. Uruguay, 

(e) No. 1 Hard Winter wheat f. o. b. Gulf/Atlantic 
ports of the United States of America, and 

(f) No. 1 Soft White wheat or No. 1 Hard Winter wheat 
f. o. b. Pacific ports of the United States of America, 


shall be respectively : 


the f. 0. b. prices Vancouver, Australia, France, Uruguay, 
United States of America Gulf/Atlantic ports and the 
United States of America Pacific ports equivalent to the 
e. & f. prices in the United Kingdom of Great Britain 
and Northern Ireland of the minimum prices for No. 1 
Manitoba Northern wheat in bulk in store Fort William/ 
Port Arthur specified in paragraph 1 of this Article, com- 
puted by using currently prevailing transportation costs 
and exchange rates and, in those importing countries 
where a quality differential is recognized, by making such 
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allowance for difference in quality as may be agreed be- 
tween the exporting country and the importing country 
concerned. 

4. The Executive Committee may, in consultation with 
the Advisory Committee on Price Equivalents, at any 
date subsequent to August 1, 1949 designate any descrip- 
tion of wheat other than those specified in paragraphs 
2 and 3 above and determine the minimum and maximum 
price equivalents thereof; provided that in the case of 
any other description of wheat the price equivalent of 
which has not yet been determined, the minimum and 
maximum prices for the time being shall be derived from 
the minimum and maximum prices of the description of 
wheat specified in this Article, or subsequently designated 
by the Executive Committee in consultation with the 
Advisory Committee on Price Equivalents, which is most 
closely comparable to such other description, by the addi- 
tion of an appropriate premium or by the deduction of an 
appropriate discount. 

5. If any exporting or importing country represents to 
the Executive Committee that any price equivalent estab- 
lished under paragraph 2, 3, or 4 of this Article is, in 
the light of current transportation or exchange rates or 
market premiums or discounts, no longer fair, the Execu- 
tive Committee shall consider the matter and may, in 
consultation with the Advisory Committee on Price 
Equivalents, make such adjustment as it considers 
desirable. 

6. If a dispute arises as to what premium or discount 
is appropriate for the purposes of paragraphs 4 and 5 
of this Article in respect of any description of wheat speci- 
fied in paragraph 2 or 3 or designated under paragraph 4 
of this Article, the Executive Committee, in consultation 
with the Advisory Committee on Price Equivalents, shall 
on the request of the exporting or importing country con- 
cerned decide the issue. 

7. All decisions of the Executive Committee under para- 
graphs 4, 5, and 6 of this Article shall be binding on all 
exporting and importing countries, provided that any of 
those countries which considers that any such decision is 
disadvantageous to it may ask the Council to review that 
decision. 

8. In order to encourage and expedite the conclusion of 
transactions in wheat between them at prices mutually 
acceptable in the light of all the circumstances, the ex- 
porting and importing countries, while reserving to them- 
selves complete liberty of action in the determination and 
administration of their internal agricultural and price 
policies, shall endeavor not to operate those policies in 
such a way as to impede the free movement of prices 
between the maximum price and the minimum price in 
respect of transactions in wheat into which the exporting 
and importing countries are prepared to enter. Should 
any exporting or importing country consider that it is 
suffering hardship as the result of such policies, it may 
draw the attention of the Council to the matter and the 
Council shall inquire into and make a report on the 
complaint. 
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Artiele VII 
Stocks 


1. In order to assure supplies of wheat to importing 
countries, each exporting country shall endeavor to main- 
tain stocks of old crop wheat at the end of its crop-year at 
a level adequate to ensure that it will fulfill its guaranteed 
sales under this Agreement in each subsequent crop-year. 

2. In the event of a short crop being harvested by an 
exporting country, particular consideration shall be given 
by the Council to the efforts made by that exporting coun- 
try to maintain adequate stocks as required by paragraph 
1 of this Article before that country is relieved of any 
of its obligations under Article X. 

3. In order to avoid disproportionate purchases of wheat 
at the beginning and end of a crop-year, which might 
prejudice the stabilization of prices under this Agreement 
and render difficult the fulfillment of the obligations of 
all exporting and importing countries, importing countries 
shall endeavor to maintain adequate stocks at all times. 

4. In the event of an appeal by an importing country 
under Article XII, particular consideration shall be given 
by the Council to the efforts made by that importing coun- 
try to maintain adequate stocks as required by paragraph 
3 of this Article before it decides in favor of such an 
appeal. 


Article VIII 


Information To Be Supplied to the Council 
The exporting and importing countries shall report to 
the Council, within the time prescribed by it, such in- 


formation as the Council may request in connection with 
the administration of this Agreement. 


PART 3. ADJUSTMENT OF GUARANTEED 
QUANTITIES 


Artiele IX 


Adjustments in Case of Nonparticipation or Withdrawal 
of Countries 


1. In the event of any difference occurring b -tween the 
total of the guaranteed purchases in Annex A to Article 
III and the total of the guaranteed sales in Annex B to 
Article III as a result of any country or countries listed 
in Annex A or Annex B (a) not signing or (b) not de- 
positing an instrument of acceptance of or (c) with- 
drawing under paragraph 5, 6, or 7 of Article XXII from 
or (d) being expelled under Article XIX from or (e) 
being found by the Council under Article XIX to be in 
default of the whole or part of its guaranteed quantities 
under this Agreement, the Council shall, without prejudice 
to the right of any country to withdraw from this Agree- 
ment under paragraph 6 of Article XXII, adjust the re- 
maining guaranteed quantities so as to make the total 
in the one Annex equal to the total in the other Annex. 

2. The adjustment under this Article shall, unless the 
Council decides otherwise by two-thirds of the votes cast 
by the exporting countries and two-thirds of the votes 
cast by the importing countries, be made by reducing 
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pro rata the guaranteed quantities in Annex A or Annex 
B, as the case may be, by the amount necessary to make 
the total in the one Annex equal to the total in the other 
Annex. 

3. In making adjustments under this Article, the Coun- 
cil shall keep in mind the general desirability of maintain- 
ing the total guaranteed purchases and the total guar- 
anteed sales at the highest possible level. 


Article X 


Adjustment in Case of Short Crop or Necessity To Safe- 
guard Balance of Payments or Monetary Reserves 


1. Any exporting or importing country which fears that 
it may be prevented by a short crop in the case of an 
exporting country or the necessity to safeguard its 
balance of payments or monetary reserves in the case of 
an importing country, from carrying out its obligations 
under this Agreement in respect of a particular crop-year 
shall report the matter to the Council. 

2. If the matter reported relates to balance of payments 
or monetary reserves, the Council shall seek and take 
into account, together with all facts which it considers 
relevant, the opinion of the International Monetary Fund, 
as far as the matter concerns a country which is a member 
of the Fund, on the existence and extent of the necessity 
referred to in paragraph 1 of this Article. 

3. The Council shall discuss with the reporting country 
the matter reported under paragraph 1 of this Article and 
shall decide whether such country’s representations are 
well founded. If it finds that they are well founded, it 
shall decide whether and to what extent and on what 
conditions the reporting country shall be relieved of its 
guaranteed quantity for the crop-year concerned. The 
Council shall inform the reporting country of its 
decision. 

4. If the Council decides that the reporting country shall 
be relieved of the whole or part of its guaranteed quantity 
for the crop-year concerned, the following procedure shall 
apply: 

(a) The Council shall, if the reporting country is an 
importing country, invite the other importing countries, 
or, if the reporting country is an exporting country, invite 
the other exporting countries, to increase their guaranteed 
quantities for the crop-year concerned up to the amount 
of the guaranteed quantity of which the reporting country 
is relieved; provided that an increase in the guaranteed 
quantities of an exporting country shall require approval 
by the Council by two-thirds of the votes cast by the 
exporting countries and two-thirds of the votes cast by 
the importing countries if any importing country, within 
such period as the Council shall prescribe, objects to such 
increase on the ground that it will have the effect of 
making the balance of payments problems of that im- 
porting country more difficult. 

(b) If the amount of which the importing country is 
relieved cannot be fully offset in the manner provided in 

(@) of this paragraph, the Council shall invite the export- 
ing countries, if the reporting country is an importing 
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country, or the importing countries, if the reporting coun- 
try is an exporting country, to accept a reduction of their 
guaranteed quantities for the crop-year concerned up to 
the amount of the guaranteed quantity of which the re- 
porting country is relieved, after taking account of any 
adjustments made under (@) of this paragraph. 

(c) If the total offers received by the Council from 
the exporting and importing countries to increase their 
guaranteed quantities under (@) of this paragraph or 
to reduce their guaranteed quantities under (0) of this 
paragraph exceed the amount of the guaranteed quantity 
of which the reporting country is relieved, their guaran- 
teed quantities shall, unless the Council decides other- 
wise, be increased or reduced, as the case may be, on a 
pro rata basis, provided that the increase or reduction of 
the guaranteed quantity of any such country shall not ex- 
ceed its offer. 

(d) If the amount of the guaranteed quantity of which 
the reporting country is relieved cannot be fully offset 
in the manner provided in (a) and (0) of this paragraph, 
the Council shall reduce the guaranteed quantities in An- 
nex A to Article III, if the reporting country is an export- 
ing country, or in Annex B to Article III, if the reporting 
country is an importing country, for the crop-year con- 
cerned by the amount necessary to make the total in the 
one Annex equal to the total in the other Annex. Unless 
the exporting countries, in the case of a reduction in 
Annex B, or the importing countries in the case of a reduc- 
tion in Annex A, agree otherwise, the reduction shall be 
made on a pro rata basis, account being taken of any re 
duction already made under (0) of this paragraph. 


Article XI 
Increase of Guaranteed Quantities by Consent 


The Council may at any time, upon request by an ex- 
porting or importing country, approve an increase in the 
figures in one Annex for the remaining period of this 
Agreement if an equal increase is made in the other Annex 
for that period, provided that the exporting and importing 
countries whose figures would thereby be changed consent. 


Article XII 
Additional Purchases in Case of Critical Need 


In order to meet a critical need which has arisen or 
threatens to arise in its territory, an importing country 
may appeal to the Council for assistance in obtaining 
supplies of wheat in addition to its guaranteed purchases. 
On consideration of such an appeal the Council may reduce 
pro rata the guaranteed quantities of the other importing 
countries in order to provide the quantity of wheat which 
it determines to be necessary to relieve the emergency 
created by the critical need, provided that it considers 
that such emergency cannot be met in any other manner. 
Two-thirds of the votes cast by the exporting countries 
and two-thirds of the votes cast by the importing countries 
shall be required for any reduction of guaranteed pur- 
chases under this paragraph. 
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PART 4. ADMINISTRATION 
Article XIII 
The Council 


A. Constitution 

1. An International Wheat Council is hereby established 
to administer this Agreement. 

2. Each exporting country and each importing country 
shall be a voting member of the Council and may be repre- 
sented at its meetings by one delegate, one alternate, and 
advisers. 

3. Any country which the Council recognizes as an 
irregular exporter or an irregular importer of wheat may 
become a non-voting member of the Council, provided that 
it accepts the obligations prescribed in Article VIII and 
agrees to pay such membership fees as shall be determined 
by the Council. Each country which is a non-voting mem- 
ber of the Council shall be entitled to have one representa- 
tive at its meetings. 

4. The Food and Agriculture Organization of the United 
Nations, the International Trade Organization, the In- 
terim Coordinating Committee for International Com- 
modity Arrangements, and such other intergovernmental 
organizations as the Council may decide, shall each be 
entitled to have one non-voting representative at meetings 
of the Council. 

5. The Council shall elect for each crop-year a Chair- 
man and a Vice Chairman. 


B. Powers and Functions 

6. The Council shall establish its rules of procedure. 

7. The Council shall keep such records as are required 
by the terms of this Agreement and may keep such other 
records as it considers desirable. 

8. The Council shall publish an annual report and may 
publish any other information concerning matters within 
the scope of this Agreement. 

9. The Council, after consultation with the Interna- 
tional Wheat Council established under the Memorandum 
of Agreement approved in June 1942 and amended in June 
1946, may take over the records, assets and liabilities of 
that body. 

10. The Council shall have such other powers and 
perform such other functions as it may deem necessary to 
carry out the terms of this Agreement. 

11. The Council may, by two-thirds of the votes cast 
by the exporting countries and two-thirds of the votes 
cast by the importing countries, delegate the exercise of 
any of its powers or functions. The Council may at any 
time revoke such delegation by a majority of the votes 
cast. Any decision made under any powers or functions 
delegated by the Council in accordance with this para- 
graph shall be subject to review by the Council at the 
request of any exporting or importing country made 
within a period which the Council shall prescribe. Any 
decision, in respect of which no request for review has 
been made within the prescribed period, shall be binding 
on all exporting and importing countries. 
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C. Voting 


12. The importing countries shall hold 1,000 votes, which 
shall be distributed between them in the proportions 
which their respective guaranteed purchases for the cur- 
rent crop-year bear to the total of the guaranteed pur- 
chases for that crop-year. The exporting countries shall 
also hold 1,000 votes, which shall be distributed between 
them in the proportions which their respective guaranteed 
sales for the current crop-year bear to the total of the guar- 
anteed sales for that crop-year. No exporting country or 
importing country shall have less than one vote and there 
shall be no fractional votes. 

13. The Council shall redistribute the votes in accord- 
ance with the provisions of paragraph 12 of this Article 
whenever there is any change in the guaranteed purchases 
or guaranteed sales for the current crop-year. 

14. If an exporting or an importing country forfeits its 
votes under paragraph 5 of Article XVII or is deprived 
of its votes under paragraph 3 of Article XTX, the Council 
shall redistribute the votes as if that country had no 
guaranteed quantity for the current crop-year. 

15. Except where otherwise specified in this Agreement, 
decisions of the Council shall be by a majority of the 
total votes cast. 

16. Any exporting country may authorize any other ex- 
porting country, and any importing country may author- 
ize any other importing country, to represent its interests 
and to exercise its votes at any meeting or meetings of 
the Council. Evidence of such authorization satisfactory 
to the Council shall be submitted to the Council. 


D. Sessions 


17. The Council shall meet at least once during each 
half of each crop-year and at such other times as the 
Chairman may decide. 

18. The Chairman shall convene a Session of the Council 
if so requested by (a) any five delegates of the exporting 
and importing countries or (b) the delegate or delegates 
of any of the exporting and importing countries holding 
a total of not less than ten per cent of the total votes or 
(c) the Executive Committee. 


BE. Quorum 

19. The presence of delegates with a majority of the 
votes held by the exporting countries and a majority of 
the votes held by the importing countries shall be neces- 
sary to constitute a quorum at any meeting of the Council. 


F. Seat 


20. The Council shall select in July 1949 its temporary 
seat. The Council shall select, so soon as it deems the 
time propitious, its permanent seat after consultation with 
the appropriate organs and specialized agencies of the 
United Nations. 

G. Legal Capacity 


21. The Council shall have in the territory of each 
exporting and importing country such legal capacity as 
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may be necessary for the exercise of its functions under 
this Agreement. 


H. Decisions 
22. Each exporting and importing country undertakes 


to accept as binding all decisions of the Council under 
the provisions of this Agreement. 


Article XIV 


Executive Committee 


1. The Council shall establish an Executive Committee. 
The members of the Executive Committee shall be three 
exporting countries elected annually by the exporting 
countries and not more than seven importing countries 
elected annually by the inmyporting countries. The Council 
shall appoint the Chairman of the Executive Committee 
and may appoint a Vice Chairman. 

2. The Executive Committee shall be responsible to 
and work under the general direction of the Council. It 
shall have such powers and functions as are expressly 
assigned to it under this Agreement and such other powers 
and functions as the Council may delegate to it under 
paragraph 11 of Article XIII. 

3. The exporting countries on the Executive Committee 
shall have the same total number of votes as the importing 
countries. The votes of the exporting countries shall be 
divided among thenr as they shall decide, provided that 
no exporting country shall have more than forty per cent 
of the total votes of the exporting countries. The votes 
of the importing countries shall be divided among them 
as they shall decide, provided that no importing country 
shall have more than forty per cent of the total votes of 
the importing countries. 

4. The Council shall prescribe rules of procedure regard- 
ing voting in the Executive Committee, and may make 
such other provisions regarding rules of procedure in the 
Executive Committee as it thinks fit. A decision of the 
Executive Conmmittee shall require the same majority of 
votes as this Agreement prescribes for the Council when 
making a decision on a similar matter. 

5. Any exporting or importing country which is not a 
member of the Executive Committee may participate, 
without voting, in the discussion of any question before 
the Executive Committee whenever the latter considers 
that the interests of that country are affected. 


Article XV 


Advisory Committee on Price Equivalents 


The Council shall establish an Advisory Committee on 
Price Equivalents consisting of representatives of three 
exporting countries and of three importing countries. The 
Committee shall advise the Council and the Executive 
Committee on the matters referred to in paragraphs 4, 
5, and 6 of Article VI and on such other questions as the 
Council or the Executive Committee may refer to it. 
The Chairman of the Committee shall be appointed by the 
Council. 
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Article XVI 


The Secretariat 


1. The Council shall have a Secretariat consisting of 
a Secretary and such staff as may be required for the 
work of the Council and of its committees. 

2. The Council shall appoint the Secretary and deter- 
mine his duties. 

3. The staff shall be appointed by the Secretary in 
accordance with regulations established by the Council. 


Artiele XVII 
Finance 


1. The expenses of delegations to the Council, of repre- 
sentatives on the Executive Committee, and of representa- 
tives on the Advisory Committee on Price Equivalents 
shall be met by their respective Governments. The other 
expenses necessary for the administration of this Agree- 
ments including those of the Secretariat and any re- 
muneration which the Council may decide to pay to its 
Chairman or its Vice-Chairman, shall be met by annual 
contributions from the exporting and importing countries. 
The contribution of each such country for each crop-year 
shall be proportionate to the number of votes held by it 
when the budget for that crop-year is settled. 

2. At its first Session, the Council shall approve its 
budget for the period ending July 31, 1950 and assess 
the contribution to be paid by each exporting and im- 
porting country. 

3. The Council shall, at its first Session during the 
second half of each crop-year, approve its budget for the 
following crop-year and assess the contribution to be 
paid by each exporting and importing country for that 
crop-year. 

4. The initial contribution of any exporting or importing 
country acceding to this Agreement under Article XXI 
shall be assessed by the Council on the basis of the 
number of votes to be held by it and the period remaining 
in the current crop-year, but the assessments made upon 
other exporting and importing countries for the current 
crop-year shall not be altered. 

5. Contributions shall be payable immediately upon 
assessment. Any exporting or importing country failing 
to pay its contribution within one year of its assessment 
shall forfeit its voting rights until its contribution is paid, 
but shall not be deprived of its other rights nor relieved 
of its obligations under this Agreement. In the event 
of any exporting or importing country forfeiting its 
voting rights under this paragraph its votes shall be re- 
distributed as provided in paragraph 14 of Article XIII. 

6. The Council shall, each crop-year, publish an audited 
statement of its receipts and expenditures in the previous 
crop-year. 

7. The government of the country where the temporary 
or permanent seat of the Council is situated shall grant 
exemption from taxation on the salaries paid by the 
Council to its employees except that such exemption need 
not apply to the nationals of that country. 

8. The Council shall, prior to its dissolution, provide 
for the settlement of its liabilities and the disposal of 
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its records and assets upon the termination of this Agree- 
ment. 


Article XVIII 


Cooperation With Other Intergovernmental 
Organizations 

1. The Council shall make whatever arrangements are 
required for consultation and cooperation with the ap- 
propriate organs of the United Nations and its specialized 
agencies and with other intergovernmental organizations. 

2. If the Council finds that any terms of this Agreement 
are materially inconsistent with such requirements as may 
be laid down by the United Nations or through its ap- 
propriate organs and specialized agencies regarding inter- 
governmental commodity agreements, the inconsistency 
shall be deemed to be a circumstance affecting adversely 
the operation of this Agreement and the procedure pre- 
scribed in paragraphs 3, 4, and 5 of Article XXII shall 
be applied. 


Article XIX 


Disputes and Complaints 


1. Any dispute concerning the interpretation or applica- 
tion of this Agreement which is not settled by negotiation 
and any complaint that any exporting or importing country 
has failed to fulfill its obligations under this Agreement, 
shall, at the request of any exporting or importing country 
party to the dispute or making the complaint, be referred 
to the Council which shall make a decision on the matter. 

2. No exporting or importing country shall be found to 
have committed a breach of this Agreement except by a 
majority of the votes held by the exporting countries and 
a majority of the votes held by the importing countries. 
Any finding that an exporting or importing country is 
in breach of this Agreement shall specify the nature of 
the breach and, if the breach involves default by that 
country in its guaranteed quantities, the extent of such 
default. 

3. If the Council finds that an exporting country or an 
importing country has committed a breach of this Agree- 
ment, it may, by a majority of the votes held by the 
exporting countries and a majority of the votes held by 
the importing countries, deprive the country concerned of 
its voting rights until it fulfills its obligations or expel 
that country from the Agreement. 

4. If any exporting or importing country is deprived 
of its votes under this Article, the votes shall be re- 
distributed as provided in paragraph 14 of Article XIII. 
If any exporting or importing c ry is found in default 
of the whole or part of its guaranteed quantities or is 
expelled from this Agreement, the remaining guaranteed 
quantities shall be adjusted as provided in Article IX. 


PART 5. FINAL PROVISIONS 


Article XX 
Signature, Acceptance, and Entry Into Force 


1. This Agreement shall be open for signature in Wash- 
ington until April 15, 1949 by the Governments of the 
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countries listed in Annex A and Annex B to Article III. 

2. This Agreement shall be subject to acceptance by 
signatory Governments in accordance with their respec- 
tive constitutional procedures. Subject to the provisions 
of paragraph 4 of this Article, instruments of accéptance 
shall be deposited with the Government of the United 
States of America not later than July 1, 1949. 

8. Provided that the Governments of countries listed 
in Annex A to Article III responsible for not less than 
seventy per cent of the guaranteed purchases and the 
Governments of countries listed in Annex B to Article III 
responsible for not less than eighty percent of the guaran- 
teed sales have accepted this Agreement by July 1, 1949, 
Parts 1, 3, 4, and 5 of the Agreement shall enter into force 
on July 1, 1949 between those Governments which have 
accepted it. The Council shall fix a date which shall not 
be later than September 1, 1949 on which Part 2 of this 
Agreement shall enter into force between those Govern- 
ments which have accepted it. 

4. Any signatory Government which has not accepted 
this Agreement by July 1, 1949 may be granted by the 
Council an extension of time after that date for depositing 
its instrument of acceptance. Parts 1, 3, 4, and 5 of 
this Agreenrent shall enter into force for that Govern- 
ment on the date of the deposit of its instrument of ac- 
ceptance, and Part 2 of the Agreement shall enter into 
force for that Government on the date fixed under para- 
graph 3 of this Article for the entry into force of that 
Part. 

5. The Government of the United States of America 
will notify all signatory Governments of each signature 
and acceptance of this Agreement. 


Article XXI 


Accession 


The Council may, by two-thirds of the votes cast by the 
exporting countries and two-thirds of the votes cast by 
the importing countries, approve accession to this Agree- 
ment by any Government not already a party to it and 
prescribe conditions for such accession. Accession shall 
be effected by depositing an instrument of accession with 
the Government of the United States of America, which 
will notify all signatory and acceding Governments of 
each such accession. 


Article XXII 
Duration, Amendment, Withdrawal and Termination 


1. This Agreement shall remain in force until July 31, 
1953. 

2. The Council shall, not later than July 31, 1952, com- 
municate to the exporting and importing countries its 
recommendations regarding the renewal of this Agree- 
ment. 

3. If circumstances arise which, in the opinion of the 
Council, affect or threaten to affect adversely the operation 
of this Agreement, the Council may, by a majority of the 
~otes held by the exporting countries and a majority of 
the votes held by the importing countries, recommend an 
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amendment of this Agreement to the exporting and im- 
porting countries. 

4. The Council may fix a time within which each ex- 
porting and importing country shall notify the Govern- 
ment of the United States of America whether or not it 
accepts the amendment. The amendments shall become 
effective upon its acceptance by exporting countries which 
hold two-thirds of the votes of the exporting countries and 
by importing countries which hold two-thirds of the votes 
of the importing countries. 

5. Any exporting or importing country which has not 
notified the Government of the United States of America 
of its acceptance of an amendment by the date on which 
such amendment becomes effective may, after giving such 
written notice of withdrawal to the Government of the 
United States of America as the Council may require in 
each case, withdraw from this Agreement at the end of 
the current crop-year, but shall not thereby be released 
from any obligations under this Agreement which have 
not been discharged by the end of that crop-year. 

6. Any exporting country which considers its interests 
to be seriously prejudiced by the nonparticipation in or 
withdrawal from this Agreement of any country listed in 
Annex A to Article III responsible for more than five per 
cent of the guaranteed quantities in that Annex, or any im- 
porting country which considers its interests to be seri- 
ously prejudiced by the nonparticipation in or withdrawal 
from the Agreement of any country listed in Annex B to 
Article III responsible for more than five per cent of the 
guaranteed quantities in that Annex, may withdraw from 
this Agreement by giving written notice of withdrawal to 
the Government of the United States of America before 
September 1, 1949 or such earlier date as the Council may 
fix by two-thirds of the votes cast by the exporting coun- 
tries and by two-thirds of the votes cast by the importing 
countries, 

7. Any exporting or importing country which considers 
its national security to be endangered by the outbreak 
of hostilities may withdraw from this Agreement by 
giving thirty days’ written notice of withdrawal to the 
Government of the United States of America. 
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8. The Government of the United States of America will 
inform all signatory and acceding Governments of each 
notification and notice received under this Article. 


Article XXIII 


Territorial Application 


1. Any Government may, at the time of signature or 
acceptance of or accession to this Agreement, declare that 
its rights and obligations under the Agreement shall not 
apply in respect of all or any of the overseas territories 
for the foreign relations of which it is responsible. 

2. With the exception of territories in respect of which 
a declaration has been made in accordance with paragraph 
1 of this Article, the rights and obligations of any Govern- 
ment under this Agreement shall apply in respect of all 
territories for the foreign relations of which that Govern- 
ment is responsible. 

8. Any Government may, at any time after its acceptance 
of or accession to this Agreement, by notification to the 
Government of the United States of America, declare that 
its rights and obligations under the Agreement shall apply 
in respect of all or any of the territories regarding which 
it has made a declaration in accordance with paragraph 
1 of this Article. 

4. Any Government may, by giving notification of with- 
drawal to the Government of the United States of America, 
withdraw from this Agreement separately in respect of 
all or any of the overseas territories for whose foreign 
relations it is responsible. 

5. The Government of the United States of America 
will inform all signatory and acceding Governments of 
any declaration or notification made under this Article. 

In witness whereof the undersigned, having been duly 
authorized to this effect by their respective Governments, 
have signed this Agreement on the dates appearing op- 
posite their signatures. 

Done at Washington, this twenty-third day of March 
1949, in the English and French languages, both texts 
being equally authentic, the original to be deposited in 
the archives of the Government of the United States of 
America, which shall transmit certified copies thereof to 
each signatory and acceding Government. 
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Policy Toward Patents, Utility Models, and Designs in Japan 


Text of Decision 


The Far Eastern Commission decides as a matter 
of policy the following: 


1. The Japanese Patent Office 


The Japanese Patent Office should continue to 
exercise its functions, in such manner as will fulfill 
the provisions in paragraphs 3, 4 and 5 below. 
The Japanese Patent Law should contain explicit 
provisions requiring disclosure in the specifications 
or drawings of all information necessary to the 
working of a patented invention, and such pro- 
visions should be strictly enforced. The Patent 
Office should resume the publication of official 
gazettes and patent specifications. 


2. Patent Rights in Japan 


No action should be taken to interfere with pat- 
ent rights in Japan which now exist, or which are 
restored, or which are newly acquired during the 
period of occupation, except 

a. where the continued protection of such rights 
is in conflict with policies established or to be 
established in accordance with the terms of refer- 
ence of the Far Eastern Commission ; 

b. where such rights interfere with such pro- 
duction, use, sale or importation of products as 
are necessary to carry out the purposes of the oc- 
cupation. In such cases the Supreme Commander 
should request the Japanese Government to invoke 
appropriate provisions of the Japanese Patent 
Law to the extent that such action may provide a 
remedy. 

The provisions of this paragraph do not apply 
to German-owned or former German-owned pat- 
ents in Japan. 


3. Secret Patents in Japan 


The future maintenance in secrecy of any patent 
in Japan should be prohibited, existing secret 
patents should be published and treated in the 
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same manner as all other patents, and pending 
applications heretofore treated as secret should be 
removed from such classification and treated in the 
same manner as all other applications. 


4. Patents in Japan Owned by Allied Nationals 

(For the purposes of this paragraph: 

(1) An “Allied national” is one whose property was 
treated as enemy property by the Japanese Govern- 
ment, or whose property rights lapsed owing to the 
existence of hostilities between Japan and the country 
of that national. 

(2) The “effective date of loss” applicable to the 
patents or applications therefor of Allied nationals 
should be the date of entry of the country of that 
national into war with Japan. When the date of 
entry into war is clearly inapplicable to the case of 
a particular Allied national, as defined above, the 
“effective date of loss” should be the actual date of 
sequestration of his patent, or the date on which 
his patent rights lapsed.) 

a. Patents existing in Japan on the effective 
date of loss or granted thereafter on applications 
filed before that date, which were owned or had 
been applied for by Allied nationals and which 
have since lapsed, or have been invalidated or 
sequestered or otherwise taken away from such 
owners without their free consent should be subject 
to revalidation and restoration upon request 
therefor made by the Allied national owners 
within a reasonable period and in a manner as may 
be provided by the Supreme Commander. To 
such cases the following provisions should apply: 

(1) Such owner should be afforded a reason- 
able time within which to perform all legally 
required acts in connection with restoration, re- 
validation, working and/or maintenance of his 
rights which have not been performed since the 
effective date of loss. 

(2) The owner of a patent so restored or 
revalidated should be entitled to all the rights and 
privileges to which any national of any country 
is entitled under the Japanese patent law existing 
at the time of such restoration. 
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(3) The owner to whom such patent is re- 
stored should refund to the Japanese Government 
any sums paid or credited to him that are the 
proceeds from sale of the patent by the Japanese 
Government during the war. 

(4) Payment of any special or regular fees 
that may have accrued to the Japanese Govern- 
ment with respect to such patents from the effective 
date of loss to date of such restoration should not 
be required. 

b. Extension 

At the request of the Allied national owner made 
within a reasonable time (in such form and prior 
to such date as may be prescribed by the Supreme 
Commander), the period of duration of any 
Japanese patent owned by him on the effective 
date of loss or granted thereafter on an application 
filed before that date should be extended beyond 
its normal expiration date. Such extension should 
be for a period equal to that from the effective date 
of loss to the effective date of restoration or to the 
normal expiration date of the patent, whichever 
is earlier, provided that such owner waives all 
claim to royalties for use of the patent from the 
effective date of loss to the date so fixed, and remits 
any funds received by him or credited to him in 
a blocked account as royalties for such use. 

c. Royalties 

The Supreme Commander should not be respon- 
sible for obtaining, or attempting to obtain, on 
behalf of Allied nationals compensation for any 





use made of their patents prior to date of restora- 
tion. However, the Supreme Commander should 
make available to Allied national owners informa- 
tion as to funds credited to their accounts which 
constitute royalties for use of their rights from 
the effective date of loss to date of restoration. If 
the Allied national owner elects to receive such 
funds in lieu of an extension of term as provided in 
para. b above, he should be entitled to do so on 
the same basis as other funds are restored to Allied 
national property owners in Japan. 

d. Applications Pending on Effective Date of 

Loss 

Applications filed by Allied nationals for 
patents in Japan which were pending on the effec- 
tive date of loss and on which patents were not 
issued should, upon request of the Allied national 
applicant within a reasonable time and in a manner 
prescribed by the Supreme Commander, be rein- 
stated as pending applications in the Japanese 
Patent Office and be restored to the Allied national 
applicant. Any patents thereafter issued on such 
applications should be treated in a manner which 
conforms generally with applicable provisions of 
subparagraph 4 a above. 


5. Application to Registered Utility Models and Designs 


This policy applies also to those patents desig- 
nated as “registered utility models” and, to the 
extent applicable, to “registered designs.” 


[Policy decision approved by the Far Eastern Commission on March 17, 1949; a directive based upon this policy decision has 
been forwarded by the United States Government to the Supreme Commander for the Allied Powers for implementation.] 


BACKGROUND FOR THE PRESS 


General Provisions 


The Japanese patent office, while already operat- 
ing under the guidance of the Occupation authori- 
ties, will now expand its functions to approxi- 
mately its pre-war standards, including the 
publication of official gazettes and patent specifi- 
cations as in the past. Furthermore, under this 
policy decision the Japanese patent law must con- 
tain explicit provisions requiring the disclosure 
of specifications or drawings “of all information 
necessary to the working of a patented invention.” 
The policy decision further requires that those 
provisions “should be strictly enforced.” 

In general, protection will be given under the 
policy to all holders of patent rights in Japan, 
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whether those rights derive from patents now 
honored in Japan, from rights restored under the 
policy, or from rights newly acquired during the 
period of occupation. However, certain qualifi- 
cations are placed upon the exercise of such rights. 
For example, the protective provisions do not 
apply to German-owned or former German-owned 
patents in Japan. Similarly, in any case where 
the continued protection of patent rights conflicts 
with present or future policies of the Far East- 
ern Commission, Commission policies must be 
given precedence. Furthermore, in cases where 
the continued protection of patent rights inter- 
feres with the production, use, sale or importation 
of products “necessary to carry out the purposes of 
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the occupation,” the usual protection need not be 
granted. In such cases the Supreme Commander 
is empowered to request the Japanese Government 
“to invoke appropriate provisions of the Japanese 
patent law” with a view to protecting the interests 
of the Occupation. The Policy also contains a 
provision preventing the maintenance in secrecy 
of any patents in Japan, and requiring that exist- 
ing secret patents “should be published and treated 
in the same manner as all other patents.” <A fur- 
ther provision requires that pending applications 
heretofore treated as secret “should be removed 
from such classification and treated in the same 
manner as all other applications.” 


Special Provisions for Allied Owners of Patent 
Rights 


The new policy adopted by the Far Eastern 
Commission contains special provisions whereby 
those Allied nationals whose patent rights were 
lost during the course of the war may remedy their 
situation and in some measure be compensated for 
losses sustained. Under the policy any Allied na- 
tionals who lost their normal patent rights may 
request, within a reasonable period of time and in 
accordance with procedures to be established by 
the Supreme Commander, the revalidation and 
restoration of their patent rights. Upon restora- 
tion or revalidation, such patent-holders are en- 
titled to “all the rights and privileges to which any 
national of any country is entitled under the 
Japanese patent law existing at the time of such 
restoration.” 

In requesting revalidation or restoration, the 
Allied patent-holder has a choice under the policy 
of either accepting such funds as would normally 
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have accrued to him during the period in which 
he did not enjoy his full rights, or accepting an 
extension of the duration of his patent for the 
same period of time. Should he prefer to accept 
the extension of the period of duration of his 
patent, he is required to remit any funds received 
by him or credited to him from the effective date 
of the loss of his rights to the date of restoration. 
Similarly, he must waive all claim to royalties for 
use of the patent during the period of loss. In 
this connection the Supreme Commander, while 
not responsible under the policy for attempting to 
obtain compensation for Allied nationals for any 
use which may have been made of their patents 
during the period of loss, is, however, responsible 
for making available to such persons information 
regarding any funds credited to their accounts in 
the form of royalties during that period. 

A further provision in the new policy requires 
that applications for patents in Japan which were 
filed by Allied nationals and which were pending 
on the effective date of loss but on which no patents 
were issued, should, upon request of the original 
applicant, be reinstated as pending applications 
in the Japanese patent office and restored to the 
original applicant. 

A final provision makes the policy applicable 
not only to patents as generally understood but 
also to “registered utility models” and “registered 
designs.” 

Summarizing, the patent policy adopted by the 
Far Eastern Commission means the return to 
normal operation of the Japanese patent office, 
full publication of all patents in Japan, and the 
restoration to Allied nationals of patent rights 
lost during the war. 
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Israeli Armistice Agreements With Egypt, Lebanon, and 


Hashemite Jordan Kingdom 


EGYPTIAN-—ISRAELI GENERAL ARMISTICE AGREEMENT 


Contained in U.N. doc. §/1264/Corr. 1, March 11, 1949 
Preamble 


The Parties to the present agreement, responding to 
the Security Council resolution of 16 November 1948 
calling upon them, as a further provisional measure under 
Article 40 of the Charter of the United Nations and in 
order to facilitate the transition from the present truce 
to permanent peace in Palestine, to negotiate an Armistice ; 
having decided to enter into negotiations under United 
Nations Chairmanship concerning the implementation of 
the Security Council resolutions of 4 and 16 November 
1948; and having appointed representatives empowered 
to negotiate and conclude an Armistice Agreement ; 

The undersigned representatives, in the full authority 
entrusted to them by their respective Governments, have 
agreed upon the following provisions: 


Article I 


With a view to promoting the return of permanent peace 
in Palestine and in recognition of the importance in this 
regard of nytual assurances concerning the future mili- 
tary operations of the Parties, the following principles, 
which shall be fully observed by both Parties during the 
Armistice, are hereby affirmed: 


1. The injunction of the Security Council against 
resort to military force in the settlement of the Palestine 
question shall henceforth be scrupulously respected by 
both Parties. 

2. No aggressive action by the armed forces—land, 
sea, or air—of either Party shall be undertaken, planned, 
or threatened against the people or the armed forces of 
the other; it being understood that the use of the term 
“planned” in this context has no bearing on normal staff 
planning as generally practiced in military organizations, 

3. The right of each Party to its security and freedom 
from fear of attack by the armed forces of the other 
shall be fully respected. 

4. The establishment of an armistice between the 
armed forces of the two Parties is accepted as an indis- 
pensable step toward the liquidation of armed conflict 
and the restoration of peace in Palestine. 


Article II 
1. In pursuance of the foregoing principles and of 
the resolutions of the Security Council of 4 and 16 Novem- 


ber 1948, a general armistice between the armed forces of 
the two Parties—land, sea and air—is hereby established. 
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2. No element of the land, sea or air military or para- 
military forces of either Party, including non-regular 
forces, shall commit any warlike or hostile act against the 
military or para-military forces of the other Party, or 
against civilians in territory under the control of that 
Party; or shall advance beyond or pass over for any 
purpose whatsoever the Armistice Demarcation Line set 
forth in Article VI of this Agreement except as provided 
in Article III of this Agreement; and elsewhere shall not 
violate the international frontier; or enter into or pass 
through the air space of the other Party or through the 
waters within three miles of the coastline of the other 
Party. 

Article III 


1. In pursuance of the Security Council’s resolution of 
4 November 1948, and with a view to the implementation 
of the Security Council’s resolution of 16 November 1948, 
the Egyptian Military Forces in the AL FALUJA area 
shall be withdrawn. 

2. This withdrawal shall begin on the day after that 
which follows the signing of this Agreement, at 0500 hours 
GMT, and shall be beyond the Egypt-Palestine frontier. 

8. The withdrawal shall be under the supervision of 
the United Nations and in accordance with the Plan of 
Withdrawal set forth in Annex I to this Agreement. 


Article IV 


With specific reference to the implementation of the 
resolutions of the Security Council of 4 and 16 November 
1948, the following principles and purposes are affirmed: 


1. The principle that no military or political advantage 
should be gained under the truce ordered by the Security 
Council is recognized. 

2. It is also recognized that the basic purposes and 
spirit of the Armistice would not be served by the restora- 
tion of previously held military positions, changes from 
those now held other than as specifically provided for in 
this Agreement, or by the advance of the military forces 
of either side beyond positions held at the time this 
Armistice Agreement is signed. 

8. It is further recognized that rights, claims or in- 
terests of a non-military character in the area of Palestine 
covered by this Agreement may be asserted by either 
Party, and that these, by mutual agreement being excluded 
from the Armistice negotiations, shall be, at the discre- 
tion of the Parties, the subject of later settlement. It is 
emphasized that it is not the purpose of this Agreement 
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to establish, to recognize, to strengthen, or to weaken or 
nullify, in any way, any territorial, custodial or other 
rights, claims or interests which may be asserted by either 
Party in the area of Palestine or any part or locality 
thereof covered by this Agreement, whether such asserted 
rights, claims or interests derive from Security Council 
resolutions, including the resolution of 4 November 1948 
and the Memorandum of 13 November 1948 for its im- 
plementation, or from any other source. The provisions 
of this Agreement are dictated exclusively by military 
considerations and are valid only for the period of the 
Armistice. ' 
Article V 


1. The line described in Article VI of this Agreement 
shall be designated as the Armistice Demarcation Line 
and is delineated in pursuance of the purpose and intent 
of the resolutions of the Security Council of 4 and 16 
November 1948. 

2. The Armistice Demarcation Line is not to be con- 
strued in any sense as a political or territorial boundary, 
and is delineated without prejudice to rights, claims and 
positions of either Party to the Armistice as regards ulti- 
mate settlement of the Palestine question. 

8. The basic purpose of the Armistice Demarcation 
Line is to delineate the line beyond which the armed 
forces of the respective Parties shall not move except 
as provided in Article III of this Agreement. 

4. Rules and regulations of the armed:forces of the 
Parties, which prohibit civilians from crossing the fight- 
ing lines or entering the area between the lines, shall 
remain in effect after the signing of this Agreement with 
application to the Armistice Demarcation Line defined in 
Article VI. 

Article VI 


1. In the Gaza-Rafah area the Armistice Demarcation 
Line shall be as delineated in paragraph 2.B (i) of the 
Memorandum of 13 November 1948 on the implementation 
of the Security Council resolution of 4 November 1948, 
namely by a line from the coast at the mouth of Wadi 
Hasi in an easterly direction through Deir Suneid and 
across the Gaza-Al Majdal Highway to a point 3 kilometres 
east of the Highway, then in a southerly direction parallel 
to the Gaza-Al Majdal Highway, and continuing thus 
to the Egyptian frontier. 

2. Within this line Egyptian forces shall nowhere ad- 
vance beyond their present positions, and this shall in- 
clude Beit Hanun and its surrounding area from which 
Israeli forces shall be withdrawn to north of the Armistice 
Demarcation Line, and any other positions within the 
line delineated in paragraph 1 which shall be evacuated by 
Israeli forces as set forth in paragraph 3. 

8. Israeli outposts, each limited to platoon strength, may 
be maintained in this area at the following points: Deir 
Suneid, on the north side of the Wadi (MR 10751090) ; 
700 x SW of Sa’ad (MR 10500982); Sulphur Quarries 
(MR 09870924); Tall-Jamma (MR 09720887); and KH 
AL Ma’in (MR 09320821). The Israeli outpost maintained 
at the Cemetery (MR 08160723) shall be evacuated on 
the day after that which follows the signing of this Agree- 
ment. The Israeli outpost at Hill 79 (MR 10451017) shall 
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be evacuated not later than four weeks following the day 
on which this Agreement is signed. Following the evacua- 
tion of the above outposts, new Israeli outposts may be 
established at MR 08360700, and at a point due east of 
Hill 79 east of the Armistice Demarcation Line. 

4. In the Bethlehem-Hebron area, wherever positions 
are held by Egyptian forces, the provisions of this Agree- 
ment shall apply to the forces of both Parties in each 
such locality, except that the demarcation of the Armistice 
Line and reciprocal arrangements for withdrawal and 
reduction of forces shall be undertaken in such manner 
as may be decided by the Parties, at such time as an 
Armistice Agreement may be concluded covering military 
forces in that area other than those of the Parties to this 
Agreement, or sooner at the will of the Parties. 


Article VII 


1. It is recognized by the Parties to this Agreement 
that in certain sectors of the total area involved, the 
proximity of the forces of a third party not covered by 
this Agreement makes impractical the full application of 
all provisions of the Agreement to such sectors. For this 
reason alone, therefore, and pending the conclusion of 
an Armistice Agreement in place of the existing truce with 
that third party, the provisions of this Agreement re- 
lating to reciprocal reduction and withdrawal of forces 
shall apply only to the western front and not to the eastern 
front. 

2. The areas comprising the western and eastern fronts 
shall be as defined by the United Nations Chief of Staff 
of the Truce Supervision Organization, on the basis of 
the deployment of forces against each other and past 
military activity or the future possibility thereof in the 
area. This definition of the western and eastern fronts 
is set forth in Annex II of this Agreement. 

3. In the area of the western front under Egyptian 
control, Egyptian defensive forces only may be main- 
tained. All other Egyptian forces shall be withdrawn 
from this area to a point or points no further east than El 
Arish-Abou Aoueigila. 

4, In the area of the western front under Israeli con- 
trol, Israeli defensive forces only, which shall be based on 
the settlements, may be maintained. All other Israeli 
forces shall be withdrawn from this area to a point or 
points north of the line delineated in paragraph 2.A of 
the Memorandum of 13 November 1948 on the implementa- 
tion of the resolution of the Security Council of 4 November 
1948. 

5. The defensive forces referred to in paragraphs 3 
and 4 above shall be as defined in Annex III to this Agree- 
ment. 


Article VIII 


1. The area comprising the village of El Auja and vi- 
cinity, as defined in paragraph 2 of this Article, shall be 
demilitarized, and both Egyptian and Israeli armed forces 
shall be totally excluded therefrom. The Chairman of 
the Mixed Armistice Commission established in Article X 
of this Agreement and United Nations Observers at- 
tached to the Commission shall be responsbile for ensuring 
the full implementation of this provision. 
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2. The area thus demilitarized shall be as follows: From 

a point on the Egypt-Palestine frontier five (5) kilometres 
northwest of the intersection Rafah-El Auja road and the 
frontier (MR 08750468), southeast to Khashm El Mamdud 
(MR 09650414), thence southeast to Hill 405 (MR 
10780285), thence southwest to a point on the Egypt- 
*alestine frontier five (5) kilometres southeast of the 
intersection of the old railway tracks and the frontier 
(MR 09950145), thence returning northwest along the 
Egypt-Palestine frontier to the point of origin. 

3. On the Egyptian side of the frontier, facing the El 
Auja area, no Egyptian defensive positions shall be closer 
to El Auja than El Qouseima and Abou Aoueigila. 

4. The road Taba-Qouseima-Auja shall not be employed 
by any military forces whatsoever for the purpose of 
entering Palestine. 

5. The movement of armed forces of either Party to 
this Agreement into any part of the area defined in para- 
graph 2 of this Article, for any purpose, or failure by 
either Party to respect or fulfil any of the other provisions 
of this Article, when confirmed by the United Nations 
representatives, shall constitute a flagrant violation of 
this Agreement. 


Article 1X 


All prisoners. of war detained by either Party to this 
Agreement and belonging to the armed forces, regular or 
irregular, of the other Party shall be exchanged as 
follows: 


1. The exchange of prisoners of war shall be under 
United Nations supervision and control throughout. The 
exchange shall begin within ten days after the signing 
of this Agreement and shall be completed not later than 
twenty-one days following. Upon the signing of this 
Agreement, the Chairman of the Mixed Armistice Com- 
mission established in Article X of this Agreement, in 
consultation with the appropriate military authorities of 
the Parties, shall formulate a plan for the exchange of 
prisoners of war within the above period, defining the date 
and places of exchange and all other relevant details. 

2. Prisoners of war against whom a penal prosecution 
may be pending, as well as those sentenced for crime or 
other offense, shall be included in this exchange of 
prisoners. 

3. All articles of personal use, valuables, letters, docu- 
ments, identification marks, and other personal effects 
of whatever nature, belonging to prisoners of war who 
are being exchanged, shall be returned to them, or, if 
they have escaped or died, to the Party to whose armed 
forces they belonged. 

4. All matters not specifically regulated in this Agree- 
ment shall be decided in accordance with the principles 
laid down in the International Convention Relating to the 
Treatment of Prisoners of War, signed at Geneva on 27 
July 1929. 

5. The Mixed Armistice Commission established in 
Article X of this Agreement shall assume responsibility 
for locating missing persons, whether military or civilian, 
within the areas controlled by each Party, to facilitate 
their expeditious exchange. Each Party undertakes to 
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extend to the Commission full co-operation and assistance 
in the discharge of this function. 


Article X 


1. The execution of the provisions of this Agreement 
shall be supervised by a mixed Armistice Commission 
composed of seven members, of whom each Party to this 
Agreement shall designate three, and whose Chairman 
shall be the United Nations Chief of Staff of the Truce 
Supervision Organization or a senior officer from the 
Observer personnel of that Organization designated by 
him following consultation with both Parties to this 
Agreement. 

2. The Mixed Armistice Commission shall maintain its 
headquarters at El Auja, and shall hold its meetings at 
such places and at such times as it may deem necessary 
for the effective conduct of its work. 

3. The Mixed Armistice Commission shall be convened 
in its first meeting by the United Nations Chief of Staff 
of the Truce Supervision Organization not later than one 
week following the signing of this Agreement. 

4. Decisions of the Mixed Armistice Commission, to the 
extent possible, shall be based on the principle of una- 
nimity. In the absence of unanimity, decisions shall be 
taken by a majority vote of the members of the Commis- 
sion present and voting. On questions of principle, appeal 
shall lie to a Special Committee, composed of the United 
Nations Chief of Staff of the Truce Supervision Organi- 
zation and one member each of the Egyptian and Israeli 
Delegations to the Armistice Conference at Rhodes or some 
other senior officer, whose decisions on all such questions 
shall be final. If no appeal against a decision of the 
Commission is filed within one week from the date of 
said decision, that decision shall be taken as final. Ap 
peals to the Special Committee shall be presented to the 
United Nations Chief of Staff of the Truce Supervision 
Organization, who shall convene the Committee at the 
earliest possible date. 

5. The Mixed Armistice Commission shall formulate 
its own rules of procedure. Meetings shall be held only 
after due notice to the members by the Chairman. The 
quorum for its meetings shall be a majority of its mem- 
bers. 

6. The Commission shall be empowered to employ Ob- 
servers, who may be from among the military organiza- 
tions of the Parties or from the military personnel of the 
United Nations Truce Supervision Organization, or from 
both, in such numbers as may be considered essential to 
the performance of its functions. In the event United 
Nations Observers should be so employed, they shall remain 
under the command of the United Nations Chief of Staff 
of the Truce Supervision Organization. Assignments of 
a general or special nature given to United Nations Ob- 
servers attached to the Mixed Armistice Commission shall 
be subject to approval by the United Nations Chief of 
Staff or his designated representative on the Commis- 
sion, whichever is serving as Chairman. 

7. Claims or complaints presented by either Party re- 
lating to the application of this Agreement shall be re- 
ferred immediately to the Mixed Armistice Commission 
through its Chairman. The Commission shall take such 
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action on all such claims or complaints by means of its 
observation and investigation machinery as it may deem 
appropriate, with a view to equitable and mutually satis- 
factory settlement. 

8. Where interpretation of the meaning of a particular 
provision of this agreement is at issue, the Commission’s 
interpretation shall prevail, subject to the right of appeal 
as provided in paragraph 4. The Commission, in its dis- 
cretion and as the need arises, may from time to time 
recommend to the Parties modifications in the provisions 
of this Agreement. 

9. The Mixed Armistice Commission shall submit to both 
Parties reports on its activities as frequently as it may 
consider necessary. A copy of each such report shall be 
presented to the Secretary-General of the United Nations 
for transmission to the appropriate organ or agency of the 
United Nations. 

10. Members of the Commission and its Observers shall 
be accorded such freedom of movement and access in the 
areas covered by this Agreement as the Commission may 
determine to be necessary, provided that when such de- 
cisions of the Commission are reached by a majority vote 
United Nations Observers only shall be employed. 

11. The expenses of the Commission, other than those 
relating to United Nations Observers, shall be apportioned 
in equal shares between the two Parties to this Agreement. 


Article XI 


No provision of this Agreement shall in any way 
prejudice the rights, claims and positions of either Party 
hereto in the ultimate peaceful settlement of the Palestine 
question. 

Article XII 


1. The present Agreement is not subject to ratification 
and shall come into force immediately upon being signed. 

2. This Agreement, having been negotiated and con- 
cluded in pursuance of the resolution of the Security 
Council of 16 November 1948 calling for the establishment 
of an Armistice in order to eliminate the threat to the 
peace in Palestine and to facilitate the transition from 
the present truce to permanent peace in Palestine, shall 
remain in force until a peaceful settlement between the 
Parties is achieved, except as provided in paragraph 3 
of this Article. 

3. The Parties to this Agreement may, by mutual con- 
sent, revise this Agreement or any of its provisions, or 
may suspend its application, other than Articles I and II, 
at any time. In the absence of mutual agreement and 
after this Agreement has been in effect for one year from 
the date of its signing, either of the Parties may call 
upon the Secretary-General of the United Nations to con- 
voke a conference of representatives of the two Parties 
for the purpose of reviewing, revising or suspending any 
of the provisions of this Agreement other than Articles 
land II. Participation in such conference shall be obliga- 
tory upon the Parties. 

4. If the conference provided for in paragraph 3 of this 
Article does not result in an agreed solution of a point 
in dispute, either Party may bring the matter before the 
Security Council of the United Nations for the relief 
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sought on the grounds that this Agreement has been con- 
cluded in pursuance of Security Council action toward 
the end of achieving peace in Palestine. 

5. This Agreement supersedes the Egyptian-Israeli 
General Cease-Fire Agreement entered into by the Parties 
on 24 January 1949. 

6. This Agreement is signed in quintuplicate, of which 
one copy shall be retained by each party, two copies com- 
municated to the Secretary-General of the United Nations 
for transmission to the Security Council and to the United 
Nations Conciliation Commission on Palestine, and one 
copy to the Acting Mediator on Palestine. 

IN FAITH WHEREOF the undersigned representatives of 
the Contracting Parties have signed hereafter, in the 
presence of the United Nations Acting Mediator on 
Palestine and the United Nations Chief of Staff of the 
Truce Supervision Organization. 

Done at Rhodes, Island of Rhodes, Greece, on the 
twenty-fourth of February nineteen forty-nine. 


For and on Behalf of the 
Government of Egypt 
Cot. Serr Ex Dine 
Cot. EL RAHMANY 


For and on Behalf of the 
Government of Israel 
Dre. WALTER EyTAN 
Cot. YIGAEL YADIN 
Extas Sasson 


Annex I 
Plan of Withdrawal From Al Faluja 


The withdrawal of Egyptian troops with all of their 
military impedimenta from the Al Faluja area to points 
beyond the Egypt-Palestine frontier shall be executed in 
accordance with the following plan: 


1. The withdrawal operation shall begin on 26 
February 1949 at 0500 hours GMT and shall be under 
United Nations supervision and control throughout. 

2. In view of the substantial number of troops in- 
volved and in the interest of minimizing the possibility of 
friction and incidents and ensuring effective United 
Nations supervision during the operation, the execution of 
the withdrawal shall be completed within a period of five 
days from the effective date of the plan of withdrawal. 

3. The road Al Faluja-Iraq Suweidan-Bureir-Gaza- 
Rafah shall be used as the route of withdrawal; provided 
that if this route proves impassable on the date of with- 
drawal the United Nations Chief of Staff of the Truce 
Supervision Organization shall select an alternative route 
in consultation with both Parties. 

4. At least forty-eight hours prior to the scheduled 
time of withdrawal the General Officer Commanding the 
Egyptian Forces in Palestine shall submit to the United 
Nations Chief of Staff (or his representative), for his 
approval, a detailed plan for the withdrawal of the 
Egyptian garrison at Al Faluja, to include: the number 
of troops and amount and type of material to be with- 
drawn each day, the number and type of vehicles to be 
used each day in the withdrawal movement, and the num- 
ber of trips necessary to complete each day’s movement. 

5. The detailed plan referred to in paragraph 4 above 
shall be based on an order of priority in the withdrawal 
operation defined by the United Nations Chief of Staff 
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of the Truce Supervision which shall provide inter alia 
that following the evacuation of sick and wounded already 
accounted for, infantry forces together with their per- 
sonal arms and possessions, shall be first evacuated, and 
heavy equipment only in the final stages of the operation. 
Heavy equipment is to be defined as artillery, armoured 
ears, tanks, and Bren gun carriers. With a view toward 
eliminating any possibility of incidents, following the 
arrival of the infantry contingents at their destination, 
the evacuation of heavy equipment shall be to a point in 
Egyptian territory to be designated by the United Nations 
Chief of Staff and there, as Egyptian property, to be placed 
and kept under custody, guard and seal of the United 
Nations until such time as the Chief of Staff is satisfied 
that the Armistice has become effective, whereupon this 
equipment will be handed over to the appropriate Egyptian 
authorities. 

6. The Israeli authorities and officers in the Al 
Faluja-Gaza area shall extend their full co-operation to the 
operation and shall be responsible for ensuring that dur- 
ing the withdrawal movements the route to be followed 
shall be free of obstructions of all kinds and that during 
the operation Israeli troops shall be kept away from the 
roads over which the withdrawal will take place. 

7. United Nations Military Observers shall be sta- 
tioned with both the Egyptian and Israeli forces to ensure 
that this plan of withdrawal, and such subsequent in- 
structions relating to its execution as may be issued by 
the United Nations Chief of Staff, are fully complied with 
by both Parties. Such inspections as may be necessary in 
the conduct of the withdrawal shall be made exclusively 
by United Nations Military Observers, and their decisions 
in all such cases shall be accepted as final. 


Annex II 

On the sole basis of military considerations involving 
the forces of the two Parties to this Agreement as well 
as third party forces in the area not covered by this 
Agreement, the demarcation of the western and eastern 
fronts in Palestine is to be understood as follows: 

a. Western front: 

The area south and west of the line delineated in para- 
graph 2.A of the Memorandum of 13 November 1948 on 
the implementation of the resolution of the Security 
Council of 4 November 1948, from its point of origin on 
the west to the point at MR 12581196, thence south along 
the road to Hatta-Al Faluja-RJ at MR 12140823-Beersheba 
and ending north of Bir Asluj at point 402. 


b. Eastern front: 
The area east of the line described in paragraph a above, 
and from point 402 down to the southernmost tip of Pales- 
tine, by a straight line marking half the distance between 
the Egypt-Palestine and Transjordan-Palestine frontiers. 


Bric. GEN. WILLIAM PE. RILEy, 
United States Marine Corps 
United Nations Chief of Staff of the Truce Supervision 
Organization 


RuHopeEs, 24 February 1949 
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Annex III 
Definition of Defensive Forces 


I. Land Forces 
1. Shall not exceed: 

(a) 3 inf btns, each bn to consist or not more than 

800 officers and o. r.’s and composed of not more than 
(i) 4 rifle coys with ordinary inf. S. A. equipment 

(rifles, IMG’s./SMG’s, light mortars (e. g. 2’’), 
A/tk rifles or Piat). 

(ii) 1 support coy with not more than 6 MMG’s, 6 
mortars not heavier than 3’’, 4 A/tk guns not 
heavier than 6 pdrs. 

(iii) 1 HQ coy. , 

(b) 1 bty of 8 field guns not heavier than 25 pdrs. 

(c) 1 bty of 8 A. A. guns not heavier than 40 mm. 

2. The following are excluded from the term “Defensive 

Forces” : 

(a) Armour, such as tanks, AC’s, Bren-carriers, half- 

tracks, load carriers or any other AF'V’s. 

(6) All support arms and units other than those 

specified in paragraph 1 (@) (ii), 1 (6) and 1 (c) above, 

3. Service units will be in accordance with a plan to 
be prepared and approved by the Mixed Armistice Com- 
mission. 

II. Air Forces 

In the areas where Defensive Forces only will be allowed 
the following stipulations regarding air forces will be 
observed : 

1. No military airfields, airstrips, landing grounds or 
installations shall be maintained. 

2. No military aircraft shall take off or land except in 
an emergency. 

III. Sea Forces 

No naval base shall be established in areas where De- 
fensive Forces only will be allowed, nor shall any warship 
or military vessel enter the territorial waters adjacent 
thereto. 

IV. In the areas in which Defensive Forces only are to 
be maintained, the necessary reduction of forces shall 
be completed within four weeks from the date on 
which this Agreement is signed. 


RuopeEs, 24 February 1949 
TO: Dr. Walter Eytan, Head of the Israeli Delegation 
at Rhodes 
FROM: Ralph J. Bunche, Acting Mediator 
In connexion with the Egyptian-Israeli General Ar- 
mistice Agreement your confirmation is desired of the un- 
derstanding that no Israeli forces shall be in the village of 
Bir Asluj. 
Rar J. BUNCHE 


Ruopes, 24 February 1949 
TO: Dr. Ralph J. Bunche, Acting Mediator on Pales- 
tine, Rhodes 
FROM: Walter Eytan, Head of the Israeli Delegation 
In connexion with the Egyptian-Israeli General Ar- 
mistice Agreement, I confirm the understanding that no 
Israeli forces shall be in the village of Bir Asluj. 
Wattre Eytan 
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RuHopeEs, 24 February 1949 

TO: Dr. Walter Eytan, Head of the Israeli Delegation 
at Rhodes 

FROM: Ralph J. Bunche, Acting Mediator 


In connexion with the Egyptian-Israeli General Ar- 
mistice Agreement, your confirmation is desired of the un- 
derstanding that in the course of the evacuation of the 
Egyptian Force at Al Faluja, provided for in Article III of 
the Agreement, such of the civilian population at Al Faluja 
and Iraq Al Manshiya as may wish to do so may also 
be evacuated along with the Egyptian Force. Those of 
the civilian population who may wish to remain in Al 
Faluja and Iraq Al Manshiya are to be permitted to do so. 
Those of the civilian population who may wish to do so 
may proceed to the Hebron area under United Nations 
escort and supervision. All of these civilians shall be 
fully secure in their persons, abodes, property and personal 
effects. 

RALPH J. BUNCHE 


Ruopes, 24 February 1949 
TO: Dr. Ralph J. Bunche, Acting Mediator on Pales- 
tine, Rhodes 
FROM: Walter Eytan, Head of the Israeli Delegation 

In connexion with the Egyptian-Israeli General Armi- 
stice Agreement, I confirm the understanding that, in the 
course of the evacuation of the Egyptian Force at Al 
Faluja, provided for in Article III of the Agreement, 
such of the civilian population at Al Faluja and Iraq Al 
Manshiya as may wish to do so may also be evacuated 
along with the Egyptian Force. Those of the civilian 
population who may wish to remain in Al Faluja and Iraq 
Al Manshiya are to be permitted to do so. Those of the 
civilian population who may wish to do so may proceed to 
the Hebron area under United Nations escort and super- 
vision. All of these civilians shall be fully secure in their 
persons, abodes, property and personal effects. 

The Government of Israel reserves the right to treat as 
prisoners of war any persons electing to remain in the Al 
Faluja and Iraq Al Manshiya areas who may be identified 
as having taken part in the fighting in Palestine. 


WaLTER EYTAN 


RHopeES, 24 February 1949 
TO: Dr. Walter Eytan, Head of the Israeli Delegation 
at Rhodes 

FROM: Ralph J. Bunche, Acting Mediator 

In connexion with the Egyptian Israeli General Ar- 
mistice Agreement your confirmation is desired of the 
understanding that at any time following the signing of 
this Agreement, the Egyptian Forces now in the Bethlehem- 
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Hebron area, together with all of their arms, equipment, 
personal possessions and vehicles, may be withdrawn 
across the Egyptian frontier exclusively under United 
Nations supervision and escort, and by a direct route to be 
determined by the United Nations Chief of Staff of the 
Truce Supervision in consultation with the appropriate 
Israeli authorities. 
Ratpu J. BUNCHE 


Ruoves, 24 February 1949 
TO: Dr. Ralph J. Bunche, Acting Mediator on 
Palestine, Rhodes. 
FROM: Walter Eytan, Head of the Israeli Delegation. 
In connexion with the Egyptian-Israeli General Armis- 
tice Agreement I confirm the understanding that at any 
time following the signing of this Agreement, the Egyptian 
Forces now in the Bethlehem-Hebron area, together with 
all of their arms, equipment, personal possessions and 
vehicles, may be withdrawn across the Egyptian frontier 
exclusively under United Nations supervision and escort, 
and by a direct route to be determined by the United 
Nations Chief of Staff of the Truce Supervision in con- 
sultation with the appropriate Israeli authorities. 


Watrter EyTan 


Ruopes, 24 February 1949 
TO: Colonel Seif El Dine, Head of the Egyptian 
Delegation at Rhodes 

FROM: Ralph J. Bunche, Acting Mediator 

In connexion with the Egyptian-Israeli General Armis- 
tice Agreement your confirmation is desired of the under- 
standing that any military camps or corporate localities 
now astride the Hatta-Al Faluja-Beersheba road, or which 
are located not more than 200 meters west of this road, 
shall be considered as falling within the area of the eastern 
front as defined in Annex II of the Agreement. 


Ravpx J. BuNCHE 


Ruoves, 24 February 1949 
TO: Dr. Ralph J. Bunche, Acting Mediator on 
Palestine 
FROM: Colonel Seif El Dine 


In reply to your note dated February 19th, 1949, I beg 
to inform you that the Egyptian Delegation agrees to con- 
sider any military camps or corporate localities now 
astride the Hatta-Al Faluja-Beersheba road, which are 
located at not more than 200 meters west of this road, as 
falling within the area of the eastern front as defined 
in Annex II of the Armistice Agreement signed to-day. 
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Contained in U.N. doc. S/1296/as corrected April 6, 1949 
Preamble 


The Parties to the present agreement, responding to the 
Security Council resolution of 16 November 1948 calling 
upon them, as a further provisional measure under 
Article 40 of the Charter of the United Nations and in 
order to facilitate the transition from the present truce 
to permanent peace in Palestine, to negotiate an Armistice ; 
having decided to enter into negotiations under United 
Nations Chairmanship concerning the implementation of 
the Security Council resolution of 16 November 1948; and 
having appointed representatives empowered to negotiate 
and conclude an armistice agreement ; 

The undersigned representatives, having exchanged 
their full powers found to be in good and proper form, 
have agreed upon the following provisions: 


Article I 


With a view to promoting the return of permanent 
peace in Palestine and in recognition of the importance 
in this regard of mutual assurances concerning the future 
military operations of the Parties, the following principles, 
which shall be fully observed by both Parties during the 
Armistice, are hereby affirmed : 


1. The injunction of the Security Council against 
resort to military force in the settlement of the Palestine 
question shall henceforth be scrupulously respected by 
both Parties. 

2. No aggressive action by the armed forces—land, 
sea, or air—of either Party shall be undertaken, planned, 
or threatened against the people or the armed forces of 
the other; it being understood that the use of the term 
“planned” in this context has no bearing on normal staff 
planning as generally practised in military organizations. 

3. The right of each Party to its security and freedom 
from fear of attack by the armed forces of the other shall 
be fully respected. 

4. The establishment of an armistice between the 
armed forces of the two Parties is accepted as an indis- 
pensable step toward the liquidation of armed conflict and 
the restoration of peace in Palestine. 


Article II 


With a specific view to the implementation of the reso- 
lution of the Security Council of 16 November 1948, the 
following principles and purposes are affirmed: 


1. The principle that no military or political advan- 
tage should be gained under the truce ordered by the 
Security Council is recognized. 


2. It is also recognized that no provision of this Agree- 
ment shall in any way prejudice the rights, claims and 
positions of either Party hereto in the ultimate peaceful 
settlement of the Palestine question, the provisions of this 
agreement being dictated exclusively by military con 
siderations. 


304 





LEBANESE-ISRAELI GENERAL ARMISTICE AGREEMENT 


Article III 


1. In pursuance of the foregoing principles and of the 
resolution of the Security Council of 16 November 1948, a 
general armistice between the armed forces of the two 
Parties—land, sea and air—is hereby established. 

2. No element of the land, sea or air military or para- 
military forces of either Party, including non-regular 
forces, shall commit any warlike or hostile act against 
the military or para-military forces of the other Party, 
or against civilians in territory under the control of that 
Party ; or shall advance beyond or pass over for any pur- 
pose whatsoever the Armistice Demarcation Line set forth 
in Article V of this Agreement; or enter into or pass 
through the air space of the other Party or through the 
waters within three miles of the coastline of the other 
Party. 

3. No warlike act or act of hostility shall be conducted 
from territory controlled by one of the parties to this 
Agreement against the other Party. 


Article IV 


1. The line described in Article V of this Agreement 
shall be designated as the Armistice Demarcation Line and 
is delineated in pursuance of the purpose and intent of 
the resolutions of the Security Council of 16 November 
1948. 

2. The basic purpose of the Armistice Demarcation Line 
is to delineate the line beyond which the armed forces of 
the respective Parties shall not move. 

8. Rules and regulations of the armed forces of the 
Parties, which prohibit civilians from crossing the fighting 
lines or entering the area between the lines, shall remain 
in effect after the signing of this Agreement with applica- 
tion to the Armistice Demarcation Line defined in 
Article V. 

Article V 


1. The Armistice Demarcation Line shall follow the 
international boundary between Lebanon and Palestine. 

2. In the region of the Armistice Demarcation Line 
the military forces of the Parties shall consist of defen- 
sive forces only as is defined in the Annex to this Agree- 
ment. 

3. Withdrawal of forces to the Armistice Demarcation 
Line and their reduction to defensive strength in accord- 
ance with the preceding paragraph shall be completed 
within ten days of the signing of this Agreement. In 
the same way the removal of mines from mined roads 
and areas evacuated by either Party and the transmission 
of plans showing the location of such minefields to the 
other Party shall be completed within the same period. 


Article VI 


All prisoners of war detained by either Party to this 
Agreement and belonging to the armed forces, regular or 
irregular, of the other Party shall be exchanged as follows: 


Documents & State Papers 














ik eae Uwe. Ce 






f the 
48, a 
: two 


para- 
gular 
‘ainst 
arty, 
' that 
. pur- 
forth 

pass 
h the 
other 


jucted 
» this 


ement 
1e and 
ent of 
ember 


n Line 
‘ces of 


of the 
ghting 
‘emain 
pplica- 
ed in 


yw the 
lestine. 
n Line 
defen- 
Agree- 


reation 
accord- 
npleted 
nt. In 
| roads 
nission 
to the 
riod. 


to this 
‘ular or 
ollows: 


pers 





1. The exchange of prisoners of war shall be under 
United Nations supervision and control throughout. The 
exchange shall take place at Ras En Nagqoura within 
twenty-four hours of the signing of this Agreement. 

2. Prisoners of war against whom a penal prosecution 
may be pending, as well as those sentenced for crime or 
other offense, shall be included in this exchange of 
prisoners. 

3. All articles of personal use, valuables, letters, docu- 
ments, identification marks, and other personal effects 
of whatever nature, belonging to prisoners of war who 
are being exchanged, shall be returned to them, or, if 
they have escaped or died, to the Party to whose armed 
forces they belonged. 

4. All matters not specifically regulated in this Agree- 
ment shall be decided in accordance with the principles 
laid down in the International Convention Relating to 
the Treatment of Prisoners of War, signed at Geneva on 
27 July 1929. 

5. The Mixed Armistice Commission established in 
Article VII of this Agreement shall assume responsibility 
for locating missing persons, whether military or civilian, 
within the areas controlled by each Party, to facilitate 
their expeditious exchange. Each Party undertakes to 
extend to the Commission full co-operation and assistance 
in the discharge of this function. 


Article VII 


1. The execution of the provisions of this Agreement 
shall be supervised by a Mixed Armistice Commission 
composed of five members, of whom each Party to this 
Agreement shall designate two, and whose Chairman 
shall be the United Nations Chief of Staff of the Truce 
Supervision Organization or a senior officer from the 
Observer personnel of that Organization designated by 
him following consultation with both Parties to this 
Agreement. 

2. The Mixed Armistice Commission shall maintain its 
headquarters at the frontier post North of Metulla and 
the Lebanese frontier post at En Naqoura, and shall hold 
its meetings at such places and at such times as it may 
deem necessary for the effective conduct of its work. 

3. The Mixed Armistice Commission shall be convened 
in its first meeting by the United Nations Chief of Staff 
of the Truce Supervision Organization not later than one 
week following the signing of this Agreement. 

4. Decisions of the Mixed Armistice Commission, to 
the extent possible, shall be based on the principle of 
unanimity. In the absence of unanimity, decisions shall 
be taken by majority vote of the members of the Com- 
mission present and voting. 

5. The Mixed Armistice Commission shall formulate its 
Own rules of procedure. Meetings shall be held only after 
due notice to the members by the Chairman. The quorum 
for its meetings shall be a majority of its members. 

6. The Commission shall be empowered to employ Ob- 
servers, who may be from among the military organiza- 
tions of the Parties or from the military personnel of the 
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United Nations Truce Supervision Organization, or from 
both, in such numbers as may be considered essential to 
the performance of its functions. In the event United 
Nations Observers should be so employed, they shall re 
main under the command of the United Nations Chief of 
Staff of the Truce Supervision Organization. Assignments 
of a general or special nature given to United Nations 
Observers attached to the Mixed Armistice Commission 
shall be subject to approval by the United Nations Chief 
of Staff or his designated representative on the Commis- 
sion, whichever is serving as Chairman. 

7. Claims or complaints presented by either Party re- 
lating to the application of this Agreement shall be re- 
ferred immediately to the Mixed Armistice Commission 
through its Chairman. The Commission shall take such 
action on all such claims or complaints by means of its 
observation and investigation machinery as it may deem 
appropriate, with a view to equitable and mutually satis- 
factory settlement. 

8. Where interpretation of the meaning of a particular 
provision of this Agreement, other than the Preamble and 
Articles I and II, is at issue, the Commission’s interpreta- 
tion shall prevail. The Commission, in its discretion and 
as the need arises, may from time to time recommend to 
the Parties modifications in the provisions of this Agree- 
ment. 

9. The Mixed Armistice Commission shall submit to 
both Parties reports on its activities as frequently as it 
may consider necessary. A copy of each such report shall 
be presented to the Secretary-General of the United Na- 
tions for transmission to the appropriate organ or agency 
of the United Nations. 

10. Members of the Commission and its Observers shall 
be accorded such freedom of movement and access in the 
areas covered by this Agreement as the Commission may 
determine to be necessary, provided that when such de- 
cisions of the Commission are reached by a majority vote 
United Nations Observers only shall be employed. 

11. The expenses of the Commission, other than those 
relating to United Nations Observers, shall be apportioned 
in equal shares between the two Parties to this Agreement. 


Article VIII 


1. The present Agreement is not subject to ratification 
and shall come into force immediately upon being signed. 

2. This Agreement, having been negotiated and ¢on- 
cluded in pursuance of the resolution of the Security 
Council of 16 November 1948 calling for the establishment 
of an Armistice in order to eliminate the threat to the 
peace in Palestine and to facilitate the transition from 
the present truce to permanent peace in Palestine, shall 
remain in force until a peaceful settlement between the 
Parties is achieved, except as provided in paragraph 3 of 
this Article. 

3. The Parties to this Agreement may, by mutual con- 
sent, revise this Agreement or any of its provisions, or 
may suspend its application, other than Articles I and III, 
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at any time. In the absence of mutual agreement and 
after this Agreement has been in effect for one year from 
the date of its signing, either of the Parties may call upon 
the Secretary-General of the United Nations to convoke 
a conference of representatives of the two Parties for 
the purpose of reviewing, revising or suspending any of 
the provisions of this Agreement other than Articles I 
and III. Participation in such conference shall be obliga- 
tory upon the Parties. 

4. If the conference provided for in paragraph 3 of 
this Article does not result in an agreed solution of a 
point in dispute, either Party may bring the matter before 
the Security Council of the United Nations for the relief 
sought on the grounds that this Agreement has been con- 
cluded in pursuance of Security Council action toward 
the end of achieving peace in Palestine. 

5. This Agreement is signed in quintuplicate, of which 
one copy shall be retained by each Party, two copies 
comnrmnicated to the Secretary-General of the United 
Nations for transmission to the Security Council and to 
the United Nations Conciliation Commission on Palestine, 
and one copy to the Acting Mediator on Palestine. 

Done at Ras En Nagoura on 23 March 1949 in the 
presence of the Personal Deputy of the United Nations 
Acting Mediator on Palestine and the United Nations Chief 
of Staff of the Truce Supervision Organization. 


For and on Behalf of the 
Government of Israel 
LIEUTENANT COLONEL 
MorDECHAI MAKLEFF 
Head of Israeli Delegation 


For and on Behalf of the 
Government of Lebanon 
LIEUTENANT COLONEL 
TouFIC SALEM 
Head of Lebanese 
Delegation 





Annex 


Definition of Defensive Forces 


I. The military defensive forces referred to in Article 
V, paragraph 2, shall not exceed: 
1. In the case of the Lebanon: 

(1) Two battalions and two companies of Lebanese 
regular army infantry, one field battery of 
four guns and one company of twelve light 
armoured cars armed with machine guns and 
six light tanks armed with light guns (20 
vehicles). Total: 1500 officers and enlisted 
men. 

(2) No other military forces than those mentioned 
in (1) above, shall be employed south of the 
general line El-Qasmiye Nabatiye Ett Tahta 
Hasbaiya. 

2. In the case of Israel: 

(1) One infantry battalion, one support company 
with six mortars and six machine guns, one 
reconnaissance company with six armoured 
cars and six armoured jeeps, one battery of 
field artillery with four guns, one platoon of 
field engineers and service units as quarter- 
master and ordnance, total not to exceed 1500 
officers and enlisted men. 

(2) No other military forces than those mentioned 
in 2 (1) above shall be employed north of the 
general line Nahariya Tarshiha Jish Marus. 

II. There shall be no restriction of movement imposed 
on either side in connection with the supply and/or move 
ment of these defensive forces behind the Demarcation 
Line. 


HASHEMITE JORDAN KINGDOM-ISRAELI GENERAL ARMISTICE AGREEMENT ' 


Contained in U.N. doc. 8/1302/ as corrected April 21, 1949 
Preamble 


The Parties to the present agreement, responding to the 
Security Council resolution of 16 November 1948 calling 
upon them, as a further provisional measure under Article 
40 of the Charter of the United Nations and in order to 
facilitate the transition from the present truce to 
permanent peace in Palestine, to negotiate an Armistice; 
having decided to enter into negotiations under United 
Nations Chairmanship concerning the implementation of 
the Security Council resolution of 16 November 1948; and 
having appointed representatives empowered to negotiate 
and conclude an armistice agreement ; 

The undersigned representatives of their respective 
Governments, having exchanged their full powers found 
to be in good and proper form, have agreed upon the 
following provisions: 


Article I 


With a view to promoting the return of permanent 
peace in Palestine and in recognition of the importance 
in this regard of mutual assurances concerning the future 
military operations of the Parties, the following principles, 








which shall be fully observed by both Parties during the 
Armistice, are hereby affirmed: 


1. The injunction of the Security Council against 
resort to military force in the settlement of the Palestine 
question shall henceforth be scrupulously respected by 
both Parties. 

2. No aggressive action by the armed forces—land 
sea, or air—of either party shall be undertaken, planned, 
or threatened against the people or the armed forces of 
the other; it being understood that the use of the term 
“planned” in this context has no bearing on normal staff 
planning as generally practised in military organizations. 

3. The right of each Party to its security and freedom 
from fear of attack by the armed forces of the other shall 
be fully respected. 

4. The establishment of an armistice between the | 
armed forces of the two Parties is accepted as an indis- 
pensable step toward the liquidation of armed conflict and 
the restoration of peace in Palestine. 


* Maps constituting Annex I and Annex II are not here | 
printed. 


Documents & State Papers 





1 Article 


Lebanese 
ttery of 
ive light 
suns and 
uns (20 
enlisted 


entioned 
h of the 
tt Tahta 


company 
uns, one 
rmoured 
attery of 
jatoon of 
quarter- 
eed 1500 


1entioned 
th of the 
farus. 
imposed 
/or move- 
narcation 


Y 1 
uring the 


| against 


Palestine [ 


yected by 


ces—land 
, planned, 
forces of 
the term 
‘mal staff 
nizations. 
1 freedom 
ther shall 


ween the 


an indis- J 


ynflict and 


e not here 


Papers 





Article II 


With a specific view to the implementation of the reso- 
lution of the Security Council of 16 November 1948, the 
following principles and purposes are affirmed: 


1. The principle that no military or political advan- 
tage should be gained under the truce ordered by the Se- 
curity Council is recognized. 

2. It is also recognized that no provision of this 
Agreement shall in any way prejudice the rights, claims 
and positions of either Party hereto in the ultimate peace- 
ful settlement of the Palestine question, the provisions 
of this Agreement being dictated exclusively by military 
considerations. 


Article III 


1. In pursuance of the foregoing principles and of the 
resolution of the Security Council of 16 November 1948, a 
general armistice between the armed forces of the two 
Parties—land, sea and air—is hereby established. 

2. No element of the land, sea or air military or para- 
military forces of either Party, including non-regular 
forces, shall commit any warlike or hostile act against 
the military or para-military forces of the other Party, 
or against civilians in territory under the control of that 
Party; or shall advance beyond or pass over for any pur- 
pose whatsoever the Armistice Demarcation Lines set 
forth in Articles V and VI of this Agreement; or enter 
into or pass through the air space of the other Party. 

3. No warlike act or act of hostility shall be conducted 
from territory controlled by one of the parties to this 
Agreement against the other Party. 


Article IV 


1. The lines described in Articles V and VI of this Agree- 
ment shall be designated as the Armistice Demarcation 
Lines and are delineated in pursuance of the purpose and 
intent of the resolutions of the Security Council of 16 
November 1948. 

2. The basic purpose of the Armistice Demarcation 
Lines is to delineate the lines beyond which the armed 
forces of the respective Parties shall not move. 

3. Rules and regulations of the armed forces of the 
Parties, which prohibit civilians from crossing the fighting 
lines or entering the area between the lines, shall remain 
in effect after the signing of this Agreement with applica- 
tion to the Armistice Demarcation Lines defined in 
Articles V and VI. 


Article V 


1. The Armistice Demarcation Lines for all sectors 
other than the sector now held by Iraqi forces shall be 
as delineated.on the maps in Annex I to this Agreement 
and shall be defined as follows: 

(@) In the sector Kh Deir Arab, (MR 1510 1574) to the 
northern terminus of the lines defined in the 30 November 
1948 Cease-Fire agreement for the Jerusalem area the 
Armistice Demarcation Lines shall follow the truce lines 
as certified by the United Nations Truce Supervision 
Organization. 
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(b) In the Jerusalem sector the Armistice Demarcation 
Lines shall correspond to the lines defined in the 30 
November 1948 Cease-Fire agreement for the Jerusalem 
area. 

(c) In the Hebron-Dead Sea sector, the Armistice De- 
marcation Line shall be as delineated on Map I and 
marked 6 in Annex I to this Agreement. 

(d) In the sector from a point on the Dead Sea (MR 
1925 0958) to the southernmost tip of Palestine the Armi- 
stice Demarcation Line shall be determined by existing 
military positions as surveyed in March 1949 by United 
Nations observers and shall run from north to south as 
delineated on Map I in Annex I to this Agreement. 


Article VI 


1. It is agreed that the forces of the Hashemite Jordan 
Kingdom shall replace the forces of Iraq in the secton 
now held by the latter forces, the intention of the Govern- 
ment of Iraq in this regard having been communicated to 
the Acting Mediator in the message of 20 March from the 
Foreign Minister of Iraq authorizing the Delegation of 
the Hashemite Jordan Kingdom to negotiate for the Iraqi 
forces and stating that those forces would be withdrawn. 

2. The Armistice Demarcation Line for the sector now 
held by Iraqi forces shall be as delineated on Map 1 in 
Annex I to this Agreement; marked (A). 

3. The Armistice Demarcation Line provided for in 
paragraph 2 of this Article shall be established in stages 
as follows, pending which the existing military lines may 
be maintained: 

(a) In the area west of the road from Baga to Jaljulia, 
and thence to the east of Kafr Qasim within five weeks of 
the date on which this Armistice Agreement is signed. 

(bo) In the area of Wadi Ara north of the line from 
Baqa to Zubeiba within seven weeks of the date on which 
this Armistice Agreement is signed. 

(c) In all other areas of the Iraqi sector within fifteen 
weeks of the date on which this Armistice Agreement is 
signed. 

4. The Armistice Demarcation Line in the Hebron-Dead 
Sea sector referred to in paragraph 1 (c) of Article V of 
this Agreement and marked B on Map 1 in Annex I, which 
involves substantial deviation from the existing military 
lines in favour of the forces of the Hashemite Jordan 
Kingdom is designated to offset the modifications of the 
existing military lines in the Iraqi sector set forth in 
paragraph 3 of this Article. 

5. In compensation for the road acquired between Tul- 
karem and Qalqiliya the Government of Israel agrees to 
pay to the Government of the Hashemite Jordan Kingdom 
the cost of constructing twenty kilometres of first class 
new road. 

6. Wherever villages may be affected by the establish- 
ment of the Armistice Demarcation Line provided for in 
paragraph 2 of this Article, the inhabitants of such vil- 
lages shall be entitled to maintain and shall be protected 
in their full rights of residence, property and freedom. 
In the event any of the inhabitants should decide to leave 
their villages they shall be entitled to take with them 
their livestock and other movable property and to receive 
without delay full compensation for the land which they 
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have left. It shall be prohibited for Israeli forces to enter 
or to be stationed in such villages in which locally re- 
cruited Arab police shall be organized and stationed for 
internal security purposes. 

7. The Hashemite Jordan Kingdom accepts responsi- 
bility for all Iraqi forces in Palestine. 

8. The provisions of this Article shall not be interpreted 
as prejudicing in any sense an ultimate political settle- 
ment between the parties to this Agreement. 

9. The Armistice Demarcation Lines defined in Articles 
V and VI of this Agreement are agreed upon by the parties 
without prejudice to future territorial settlements or 
boundary lines or to claims of either party relating thereto. 

10. Except where otherwise provided the Armistice 
Demarcation Lines shall be established including such 
withdrawal of forces as nray be necessary for this purpose 
within ten days from the date on which this Agreement 
is signed. 

11. The Armistice Demarcation Lines defined in this 
Article and in Article V shall be subject to such rectifica- 
tion as may be agreed upon by the parties to this Agree- 
ment and all such rectifications shall have the same force 
and effect as if they had been incorporated in full in this 
General Armistice Agreement. 


Article VII 


1. The military forces of the parties to this Agreement 
shall be limited to defensive forces only in the areas ex- 
tending ten kilometres from each side of the Armistice 
Demarcation Lines except where geographical considera- 
tions make this impractical as at the southernmost tip of 
Palestine and the coastal strip. Defensive forces permis- 
sible in each sector shall be as defined in Annex II to 
this Agreement. In the sector now held by Iraqi forces 
ealculations on the reduction of forces shall include the 
number of Iraqi forces in this sector. 

2. Reduction of forces to defensive strength in accord- 
ance with the preceding paragraph shall be completed 
within ten days of the establishment of the Armistice 
Demarcation Lines defined in this Agreement. In the 
same way the removal of mines from mined roads and 
areas evacuated by either party and the transmission of 
plans showing the location of such minefields to the other 
party shall be completed within the same period. 

3. The strength of the forces which may be maintained 
by the parties on each side of the Armistice Demarcation 
Lines shall be subject to periodical review with a view 
toward further reduction of such forces by mutual agree- 
ment of the parties. 


Article VIII 


1. A special Committee, composed of two representa- 
tives of each party designated by the respective Govern- 
ments shall be established for the purpose of formulating 
agreed plans and arrangements designed to enlarge the 
scope of this Agreement and to effect improvements in its 
application. 

2. The special committee shall be organized immediately 
following the coming into effect of this Agreement and 
shall direct its attention to the formulation of agreed 
plans and arrangements for such matters as either party 
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may submit to it which in any case shall include the 
following on which agreement in principle already exists: 
free movement of traffic on vital roads including the 
Bethlehem and Latrun Jerusalem roads, resumption of the 
normal functioning of the cultural and humanitarian insti- 
tutions on Mount Scopus and free access thereto, free 
access to the Holy places and cultural institutions and use 
of the cemetery on the Mount of Olives, resumption of 
operation of the Latrun pumping station, provision of 
electricity for the Old City and resumption of operation of 
the railroad to Jerusalem. 

3. The special committee shall have exclusive com- 
petence over such matters as may be referred to it. Agreed 
plans and arrangements formulated by it may provide for 
the exercise of supervisory functions by the Mixed Ar- 
mistice Commission established in Article XI. 


Article IX 


1. Agreements reached between the parties subsequent 
to the signing of this Armistice Agreement relating to such 
matters as further reduction of forces as contemplated in 
paragraph 3 of Article VII, future adjustments of the 
Armistice Demarcation Lines and plans and arrangements 
formulated by the special committee established in Arti- 
cle VIII shall have the same force and effect as the pro- 
visions of this Agreement and shall be equally binding 
upon the parties. 

Article X 


An exchange of prisoners of war having been effected 
by special arrangement between the parties prior to the 
signing of this Agreement, no further arrangements on 
this matter are required except that the Mixed Armistice 
Commission shall undertake to re-examine whether there 
may be any prisoners of war belonging to either party 
which were not included in the previous exchange. In 
the event that prisoners of war shall be found to exist, the 
Mixed Armistice Commission shall arrange for an early 
exchange of such prisoners. The parties to this Agree- 
ment undertake to afford full co-operation to the Mixed 
Armistice Commission in its discharge of this responsi- 
bility. 


Article XI 


1. The execution of the provisions of this Agreement, 
with the exception of such matters as fall within the ex- 
clusive competence of the special committee established 
in Article VIII, shall be supervised by a Mixed Armistice 
Commission composed of five members, of whom each 
Party to this Agreement shall designate two, and whose 
Chairman shall be the United Nations Chief of Staff of the 
Truce Supervision Organization or a senior officer from the 
Observer personnel of that Organization designated by 
him following consultation with both Parties to this 
Agreement. 

2. The Mixed Armistice Commission shall maintain its 
headquarters at Jerusalem and shall hold its meetings at 
such places and at such times as it may deem necessary 
for the effective conduct of its work. 

3. The Mixed Armistice Commission shall be convened 
in its first meeting by the United Nations Chief of Staff 


Documents & State Papers 








le the 
exists: 
ng the 
of the 
n insti- 
D, free 
nd use 
tion of 
sion of 
tion of 


2 com- 
Agreed 
‘ide for 
‘ed Ar- 


sequent 
to such 
ated in 
of the 
rements 
in Arti- 
he pro- 
binding 


effected 
* to the 
ents on 
rmistice 
ar there 
r party 
ige. In 
xist, the 
in early 
s Agree- 
e Mixed 
esponsi- 


reement, 
| the ex- 
ablished 
rmistice 
ym each 
d whose 
ff of the 
from the 
lated by 
to this 


ntain its 
Ptings at 
ecessary 


-onvened 
of Staff 


apers 





of the Truce Supervision Organization not later than one 
week following the signing of this Agreement. 

4. Decisions of the Mixed Armistice Commission, to 
the extent possible, shall be based on the principle of 
unanimity. In the absence of unanimity, decisions shall 
be taken by a majority vote of the members of the Com- 
mission present and voting. 

5. The Mixed Armistice Commission shall formulate 
its own rules of procedure. Meetings shall be held only 
after due notice to the members by the Chairman. The 
quorum for its meetings shall be a majority of its members. 

6. The Commission shall be empowered to employ Ob- 
servers, Who may be from among the military organizations 
of the Parties or from the military personnel of the 
United Nations Truce Supervision Organization, or from 
both, in such numbers as may be considered essential to 
the performance of its functions. In the event United 
Nations Observers should be so employed, they shall re- 
main under the command of the United Nations Chief of 
Staff of the Truce Supervision Organization. Assign- 
ments of a general or special nature given to United 
Nations Observers attached to the Mixed Armistice Com- 
mission shall be subject to approval by the United Nations 
Chief of Staff or his designated representative on the 
Commission, whichever is serving as Chairman. 

7. Claims or complaints presented by either party re- 
lating to the application of this Agreement shall be re- 
ferred immediately to the Mixed Armistice Commission 
through its Chairman. The Commission shall take such 
action on all such claims or complaints by means of its 
observation and investigation machinery as it may deem 
appropriate, with a view to equitable and mutually 
satisfactory settlement. 

8. Where interpretation of the meaning of a particular 
provision of this Agreement, other than the Preamble and 
Articles I and II, is at issue, the Commission's interpreta- 
tion shall prevail. The Commission, in its discretion and 
as the need arises, may from time to time recommend 
to the Parties modifications in the provisions of this 
Agreement. 

9. The Mixed Armistice Commission shall submit to 
both Parties reports on its activities as frequently as it 
may consider necessary. A copy of each such report shall 
be presented to the Secretary-General of the United 
Nations for transmission to the appropriate organ or 
agency of the United Nations. 

10. Members of the Commission and its Observers shall 
be accorded such freedom of movement and access in the 
areas covered by this Agreement as the Commission may 
determine to be necessary, provided that when such de- 
cisions of the Commission are reached by a majority vote 
United Nations Observers only shall be employed. 
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11. The expenses of the Commission, other than those 
relating to United Nations Observers, shall be apportioned 
in equal shares between the two Parties to this Agreement. 


Article XII 


1. The present Agreement is not subject to ratification 
and shall come into force immediately upon being signed. 

2. This Agreement, having been negotiated and con- 
cluded in pursuance of the resolution of the Security 
Council of 16 November 1948 calling for the establishment 
of an Armistice in order to eliminate the threat to the 
peace in Palestine and to facilitate the transition from 
the present truce to permanent peace in Palestine, shall 
remain in force until a peaceful settlement between the 
Parties is achieved, except as provided in paragaph 3 
of this Article. 

3. The Parties to this Agreement may, by mutual con- 
sent, revise this Agreement or any of its provisions, or 
may suspend its application, other than Articles I and 
III, at any time. In the absence of mutual agreement and 
after this Agreement has been in effect for one year from 
the date of its signing, either of the Parties may call upon 
the Secretary-General of the United Nations to convoke a 
conference of representatives of the two Parties for the 
purpose of reviewing, revising or suspending any of the 
provisions of this Agreement other than Articles I and III. 
Participation in such conference shall be obligatory upon 
the Parties. 

4. If the conference provided for in paragraph 3 of 
this Article does not result in an agreed solution of a point 
in dispute, either Party may bring the matter before the 
Security Council of the United Nations for the relief 
sought on the grounds that this Agreement has been con- 
cluded in pursuance of Security Council action toward the 
end of achieving peace in Palestine. 

5. This Agreement is signed in quintuplicate, of which 
one copy shall be retained by each Party, two copies com- 
municated to the Secretary-General of the United Nations 
for transmission to the Security Council and to the United 
Nations Conciliation Commission on Palestine, and one 
copy to the United Nations Acting Mediator in Palestine. 

Done at Rhodes, Island of Rhodes, Greece, on 3 April 
1949 in the presence of the United Nations Acting Medi- 
ator on Palestine and the United Nations Chief of Staff 
of the Truce Supervision Organization. 


For and on behalf of the 
Government of the Ha- 
shemite Jordan Kingdom 

COLONEL AHMED SUDKI 
EL JUNDI 

LIEUTENANT COLONEL 
MOHAMED MAAYTE 


For and on behalf of the 
Government of Israel 
REUVEN SHILLOAH 
LIEUTENANT COLONEL 
MosHE DayYANn 





INTERNATIONAL ORGANIZATIONS AND CONFERENCES 
Calendar of Meetings’ 





Adjourned during April 


Irv (International Telecommunication Union): 
International Conference on High 
casting. 


Frequency Broad- 


United Nations: 
Trusteeship Council: Fourth Session 
Ecosoc (Economic and Social Council): 
Commission on the Status of Women: Third Session 
Commission on Economie Development: Third Session 
Transport and Commission: Third 
Session. 
Economic Commission for Europe: 
Committee on Electric Power Jip 
Committee on Industry and Materials . 
Economic Commission for Asia and the Far East: 
Committee of the Whole ‘ 
Population Commission: Fourth Session . 
Human Rights Commission: Special Session . 

Icao (International Civil Aviation Organization): 
African-Indian Ocean Air Navigation Meeting ‘ 
North Atlantic Meteorological Communications Me alinn ; 

Fao (Food and Agriculture Organization): 

Indo-Pacific Fisheries Council 

Rubber Study Group : 

Ino (International Refugee Cimatention): 
General Council: Second Session 

Ito (International Labor Organization): 

Conference of European Experts on Training of Supervisors 
within Industry. 
Coal Mines Committee: Third Session : ‘ 
American Institute for the Protection of C hildhood: 
Annual Meeting of the Directing Council 

Tin Study Group: Management Committee 

Geography, Sixteenth International Congress of 

Stomatology, XXIV Italian Congress of . 


Communications 


International Cotton Advisory Committee: Eighth Mesting . 


In Session as of May 1, 1949 
Far Eastern Commission . 
United Nations: 
Security Council. — 
Military Staff Committee . 


Commission on Conventional Armaments. 
Commission on the Indonesian Question 
Special Committee on the Balkans . 


Commission on Korea 


1 Prepared in the Division of International Conferences. 
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Mexico City 


| Lake Success. 


Beirut 
Lake Success . 
Lake Success . 


Geneva 
Geneva 
Bangkok 
Geneva 


Lake Success. 


London 
London 


Singapore 
London 


Geneva 


| Geneva 


Pittsburgh . 


| Montevideo 


London 

Lisbon 

Taormina and Catania, Italy 
Brussels . 


Washington . 
Lake Success 


Lake Success 


Lake Success j 
Netherlands East Indies 
Athens . 


Seoul 
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. | Oct. 22—Apr. 


1949 


Jan. 24—Mar. 


.| Mar. 21—Apr. 4 
Mar. 21—Apr. 


Mar. 21-30 


Mar. 
Apr. 


Mar. 
Apr. 
Apr. 


Mar. 
Apr. 


Mar. 
Mar. 


.| Mar. 


Mar. 


| Apr. 


Apr. 
Apr. 4 


| Apr. 8-15 


Apr. 20-24 
Apr. 25-30 


1946 


| Feb. 26— 


Mar. 25-— 
Mar. 25- 


1947 


| Mar. 24— 
| Oct. 20—- 
| Nov. 21- 


1948 
Dec. 12- 





Calendar of Meetings—Continued 


In Session as of May 1, 1949—Continued 
United Nations—Continued 
Commission on India and Pakistan 
Conciliation Commission for Palestine 
General Assembly: Second Part of Third Seiten, 
International Law Commission 
Ecosoc (Economic and Social Counll: 
Subcommission on Employment and Economic Stability: 
Third Session. 
Statistical Commission: Fourth Session 


German External Property Negotiations with Portugal (Safe- 
haven). 
Trade Board for Japan, Inter-Allied 


Irv (International Telecommunication Union): 


Provisional Frequency Board . 


Region II—Fourth Inter-American Radio Conference . 


*Council of Foreign Ministers: Deputies for Austria . 
Garr (General Assembly on Tariffs and Trade): 
*Third Session of Contracting Parties ; 
Icao (International Civil Aviation Onsentention): 
Special Meeting on Notices to Airmen 
Meeting on Joint Support for Ocean Weather Ship Stations 
and Joint Support for Air Navigation Facilities in Danish 
Territory and in Greek Territory. 
European Frequency Meeting: Second Session 
War Victims, Diplomatic Conference for the Drawing Up of a 
New Convention Intended to Protect. 
Fao (Food and Agriculture Organization): 
*Preparatory Conference on World Wood Pulp Problems 
Ito (International Labor Organization): 
Fourth Regional Conference of American States Members 
First International Congress on Civil Engineering 


Scheduled May I to October 31, 1949 
United Nations: 
Ecosoc (Economic and Social Council): 
*Social Commission: Fourth Session . 
*Economic and Employment Commission: 
Session. 
Commission on Human Rights: Fourth Session . 
Economic Commission for Europe: 
*Fourth Session 
Coal Committee . : 
Inland Transport Committee ‘ ; 
*Commission on Narcotic Drugs: Fourth Session ‘ 


*Economic Commission for Latin America: Second Ses- 


sion. 
*Subcommission on Freedom of Information and of the 
Press: Third Session. 


*See Annotations. 
? In recess from Apr. 6-25, 1949. 
* Tentative. 
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Lake Success 


Haifa, Jerusalem, an Rhoiie. 


Lake Success 
Lake Success 


Lake Success 


Geneva. 


Lisbon . 


Washington. 


Geneva. 


Washington . 
London 
Annecy, France . 
Montreal 


London 


Paris . 
Geneva. 
Montreal . 


Montevideo . 
Mexico City 


. . . .| Lake Success. 
Fourth | 


Lake Success . 
Lake Success . 


Geneva 
Geneva 
Geneva ‘ 
Lake Success . 
Habana . 


Lake Success . 





1949 

Jan. 3- 

Jan. 28- 
Apr. 5- 
Apr. 12- 
Apr. 11- 
Apr. 25- 


1946 
Sept. 3- 


Oct. 24— 
1948 
Jan. 15- 


1949 
Apr. 25- 


Feb. 9-? 


Apr. 11- 


| Apr. 19- 


Apr. 


Apr. 
Apr. 


Apr. 


Apr. 
Apr. 


1949 
May 2- 
May 9-26 


May 9- 


May 9-21 
May 22-4 
June 13- 
May 9- 

May 29- 


May 31- 
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Scheduled May I to October 31, 1949—Continued 
United Nations—Continued 
Ecosoc (Economic and Social Council)—Continued 
*Subcommission on Prevention of Discrimination and 
Protection of Minorities: Second Session. 
*Ninth Session . ‘ 
*Subcommission on Statistical Sampling ‘ ; 
Commission for Asia and the Far East: Fifth Beeston ‘ 


Permanent Central Opium Board: 
Fifty-third Session . 
Fifty-fourth Session . 
Narcotic Drugs Supervisory Boy: 
Thirty-second Session . 
Thirty-third Session. ‘ 
*Trusteeship Council: Fifth Seesion. ; ‘ 
*Scientific Conference on Resource Conserv ation end U tiliza- 
tion. 
Conference on Road and Motor Transport . 
General Assembly: Fourth Session . 
Ito (International Labor Organization) : 
Advisory Committee Meeting of Experts on Cooperation. 
Inland Transport Committee: Third Session 
Correspondence Committee on Social Insurance 
Governing Body: 109th Session ‘ 
*32nd International Labor Conference 
Governing Body: 110th Session ae ee ae ee 
Meeting of Executive Representatives of Governments on 
Migration. 
Industrial Committee on Metal Trades: Third Session . 
Permanent Agricultural Committee: Third Session 
Seventh International Conference of Labor Statisticians . 
Icao (International Civil Aviation Organization): 
Council: Seventh Session 
*Third Assembly 
*Legal Committee: Fourth Gention 
*Legal Committee: Fifth Session . oe 3 
Irv (International Telecommunication Union): 


*Admiaistrative Conference to Revise the International | 


Telegraph and Telephone Regulations. 
Region I Frequency Conference 
Region III Frequency Conference a 
Administrative Aeronautical Radio Conference: Second 
Session. 
*Fourth Meeting of the Administrative Council ; 
Special Administrative Radio Conference for the Adoption 
of a New Frequency List. 
Inter-American Bar Association: Sixth Meeting 
*Council of Foreign Ministers: Sixth Session. . 
Health Congress of the Royal Sanitary Institute 
Pan American Sanitary Organization: 
Executive Committee: 
Seventh Session 
Eighth Session . 
Third Meeting of the Directing Cound. ws 
*International Whaling Commission: First Meeting . 


*See Annotations. 
3 Tentative. 
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Lake Success . 


Geneva 
Geneva 
Singapore 


| Geneva . 


Geneva 
Geneva 


Geneva 
Geneva 

Lake Guccees . 
Lake Success . 


Geneva 
Lake Success . 


.| Geneva 
| Brussels 


Montreal 
Geneva 


| Geneva 


Geneva 


| Geneva 


The Hague 


| Undetermined 


Undetermined 


Montreal 
Montreal 
Montreal 
Montreal 


Paris 


Geneva 
Geneva 
Geneva 


Geneva 
Geneva 


Detroit 
Paris 
Brighton, England 


Washington 
Lima 

Lima 
London 





June 13- 


July 5- 


| Sept. 12-4 
. | September or Noven- 


ber 


. | April 


June 13- 


Sept. 26- 


| June 20- 
| Oct. 5- 


June 
Aug. 17- 


. | Aug. 23- 
. | Sept. 20—- 


May 5- 
May 18- 
May 24- 
May 27- 
June 8 
June 29— 


| July 18- 


Aug. 22- 
August 


| October 


| May 10- 


June 7- 


June 7- 
. | September 


May 18- 


May 18- 
May 18—- 


‘ | July 31- 


| Aug. 15- 
| Oct. 17- 


.| May 22- 


May 23- 
May 23- 


May 23- 


.| Oct. 3-5 
. | Oct. 6-12 


May 30- 
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Calendar of Meetings—Continued 


Scheduled May I to Oetober 31, 1949—Continued 
Icer (International Children’s Emergency Fund): 
Executive Board . 


South Pacific Commission: 
Third Meeting . 
Fourth Meeting ; . 
International Railway Congrens. la 
President’s Highway Safety Conference . 
International Tin Study Group. 
Unesco (United Nations Educational, Scientific ond Cultural 
Organization): 
Executive Board: 
Fifteenth Session . 
Sixteenth Session . 
International Conference on 2 Selenes ‘Abstracting 
*General Conference: Fourth Session 
Journees Medicales de Bruxelles (Medical Days of Besse): 
Twenty-third Session. 
Wuo (World Health Organization) : 
*Second General Assembly . 
Caribbean Commission: Eighth hsatten. 
Fao (Food and Agriculture Organization) : 
*Council: Sixth Session . 


Southeast Asia Conference on Rinderpest Control | 


Problems. 

Latin American Commission for Forestry and Forest 
Products. 

Third World Forestry Conference ; 

Meeting of Specialists on Agricultural Extension 


Meeting of Specialists on Foot and Mouth Disease | 


Control. 
Meeting of Specialists on Improvement of Dairy Produc- 
tion and Marketing. 
Conference on Locust Control . ea as 
European Forestry and Forest Products Commission . 
Meeting on Control of Infestation in Stored Grain ‘ 
Meeting on Livestock Breeding in Tropics and Subtropics . 
Second International Film and Fine Arts Festival 
Fifth International Grasslands Congress ; 
*Second Inter-American Conference on Indian L ife . 
Inter-American Commission of Women: Extraordinary 
(Sixth) Assembly. 
Twelfth International Conference on Public Education . 
Imo (International Meteorological Organization) : 
Regional Commission No. 6 (Europe): Fourth Session 
Executive Council: Annual Session . 
Third Conference on African Tourism . 
International Wheat Council: Preparatory Committee 
Council: First Session . : 
Second Pan American Congress a Social ‘Gare ice . 
First Pan American Congress of Engineering . 
XIV International Veterinary Congress . 
Pan American Institute of Geography and History: 
*First Pan American Consultation of Commission on 
raphy. 
Twelfth International Dairy Congress . 


*See Annotations. 
5 Tentative. 
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Lake Success. 


Nouméa . 
Nouméa . 
Lisbon 
Washington 
France * . 


Paris 
Paris 
Paris 
Paris 


Brussels . 


Rome. 


Port-au-Spain, Trinidad ‘ 


Paris 
Bangkok 


Latin America . 


Helsinki . 


| Europe 


London . 
Europe 


Central America 
Undetermined 
Palmira, Colombia 
Cairo . 

Brussels . 
Noordwijk . 
Cuzco, Peru . 
Buenos Aires . 


Geneva 
London 


Lausanne 
Nairobi . 


| Washington 
| Washington 


Rio de Janeiro . 


| Rio de Janeiro . 


London 


Rio de Janeiro . 


Stockholm . 


1949 
June 27 


.| May 10—- 
. | October 


May 
June 1-3 
June 7 or 13 


| June 9- 


Sept. 13- 
June 20— 
Sept. 19- 


June 11l- 


.| June 13- 
| June 13-18 


June 13-25 


April 


June 


.| July 10-20 
July or August 
August 


August or September 


September 
Late September 
October 


| October 


June 18— 
June 22— 
June 24- 
June 25- 


| June 27- 


| June 27- 


July 6- 
June 
June 27 or July 5 


a July 5 or 13 
| July 10-17 


July 


Aug. 8-13 
Aug. 


Aug. 





Calendar of Meetings—Continued 





Scheduled May I to October 31, 1949—Continued 
First International Congress of ee ‘ 

Izmir International Fair . 

Internationa] Association for Research i in ‘Income and Ww eat . 
Tenth International Exhibition of Cinematographic Art . 
Diplomatic Conference on the Revision of the Convention 


Cambridge, England 
Izmir, Turkey 
Cambridge, England 
Venice 

Switzerland 


enemas 


1949 
Aug. 19-25 
Aug. 20- 
Aug. 27- 
August 


August or September 
for the Protection of Literary and Artistic Works. 

Cannes Film Festival . a % oa) Se 

International Statistical Institute: 26th Senden a .| Bern 

International Bank for Reconstruction and Development: Washington 
Fourth Annual Meeting of the Board of Governors. 

International Monetary Fund: Fourth Annual Meeting of 
the Board of Governors. 

Third North American Regional Broadcasting Agreement | Ottawa 
Conference (NARBA). 

XVII International Navigation Congress. + Se Lisbon 

Fourth International Congress on Neurology. . ... . . .| Paris ; 

Inter-American Council of Jurists: First Session .| Rio de Seneieo ; 

*Iro (International Refugee Organization): General Council: Geneva 
Third Session. 

Twelfth International Congress on Military Medicine and 
Pharmacy. 


| Sept. 2-17 
Sept. 4-10 
Sept. 12- 


Washington Sept. 12- 


| Sept. 13- paces 





| September Back 
September 

| September 
. | September 


Mexico City 








*See annotations. 


August 1948. Purposes of Third Meeting are: to con- 
sider a number of adjustments and general policy 
questions relating to the General Agreement, and to 
enter into negotiations to effect the accession to the 
General Agreement of 11 countries which are not sig- 
natories (Denmark, Dominican Republic, El Salvador, 
Finland, Greece, Haiti, Italy, Nicaragua, Peru, 
Sweden, and Uruguay). 
Participation: Approximately 34 nations. 
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Annotations to Calendar 


Foreign Ministers, Council of: Deputies 
for Austria 


Background: A Commission, established by Moscow Session 
of Council of Foreign Ministers (March-April 1947) 
to examine disagreed articles of Austrian treaty, met 
from May to October 1947 at Vienna. CFM Deputies 
for Austria met from February to May 1948 at London 
and reconvened in London on February 9, 1949. Pres- 
ent session continues negotiations concerning Austrian 
treaty. Soviet proposal on solution of German assets 
problem will be rediscussed as well as any other pro- 
posal designed to solve this problem and the unagreed 
articles in the draft Austrian treaty. 

Participation: France, U.S.S.R., United Kingdom, and 
United States. 


—— a a ae 


& 
2 
S 
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FAO Preparatory Conference on World Wood 
Pulp Problems 


Background: In view of the uncertain outlook regarding 
productive capacity and demand for wood pulp, Fao 
Fourth Annual Conference approved the organization 
of this preparatory conference. Its purpose is to at- 
tempt a broad survey of the world wood pulp situation 
and outlook, and to formulate a program of regular 
international statistics. 

Participation: All countries having wood pulp are being 

urged by Fao to actively participate. 


GATT: Third Session of Centracting Parties 


— a a ee a ee ee 


Background: In accordance with the resolution adopted 
at the First Session of the Preparatory Committee of 
the United Nations Conference on Trade and Employ- 
ment, negotiations initiated at Geneva on April 10, 
1947, were directed to the substantial reduction of 


Eeonomie and Social Council: 
Social Commission: Fourth Session 


Background: Temporary Social Commission set up at 


tariffs and other trade barriers and to the elimination 
of preferences on a reciprocal and mutually advan- 
tageous basis. These negotiations, which terminated 
on October 30, 1947, resulted in the framing of a 
General Agreement on Tariffs and Trade and of a 
Protocol of Provisional Application. Twenty-three 
countries participated in these negotiations, and 
representatives of these 23 signatory nations met 
again at Habana, February-March 1948 and at Geneva, 
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First Session of Ecosoc and made permanent at 
Second Session. Functions: to advise Ecosoc on 
social questions, on practical measures needed for 
coordination of social activities taken over from 
League of Nations in social field. First Session of 
Commission held January-February 1947; Third 
Session held April 1948. 


Membership: 1 representative from each of 18 U.N. met 


bers selected by Ecosoc. 
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Economie and Employment Commission: Fourth 
Session 


Background: At Second Session of Ecosoc, Permanent 
Economic and Employment Commission was estab- 
lished to advise Council on economic questions in 
order to promote higher standards of living. Func- 
tions: to advise Council on a) prevention of wide 
fluctuations in economic activity and promotion of 
full employment; b) problems of reconstruction of 
devastated areas; c) promotion of economic develop- 
ment in less developed areas. First session held 
January-February 1947; third session, April-May 
1948. 

Membership: 15 members of U.N., selected by Ecosoc. 


Economic Commission for Europe: 
Session 


Fourth 


Background: Establishment of Ece was considered by 

General Assembly, December 1946 and Ecosoc Third 
Session (September-—October 1946). Ecosoc at Fourth 
Session (February—March 1947), on recommendation 
of Economic and Employment Commission, agreed 
on establishment of Ecze. Terms of reference, scope, 
and membership were worked out by drafting com- 
mittee appointed by Ecosoc. Ecg is directed to give 
prior consideration to economic reconstruction prob- 
lems of U.N. members in Europe. Headquarters lo- 
eated at Geneva. First Session held May 2-15, 1947; 
Third held April 26-May 8, 1948. 
At Second Session Ece completed its foundation work 
and prepared to undertake tasks of European re- 
construction and economic development recommended 
by General Assembly and Ecosoc. 

Participation: 17 European members of U.N., and U.S. 


Commission on Narcotic Drugs: Fourth Session 


Background: Commission on Narcotic Drugs formally es- 
tablished on permanent basis at First Session of 
Ecosoc (London, 1946) to assume functions and 
powers formerly exercised by the League of Nations 
in the application of international conventions on 
narcotic drugs. Functions: to assist Council in ex- 
ercising supervision over the application of interna- 
tional conventions and agreements dealing with 
narcotic drugs ; carry out such functions of the League 
of Nations Advisory Committee on Traffic in Opium 
and Other Dangerous Drugs as the Council assumes; 
advise the Council on all questions concerning the 
control of narcotic drugs and prepare draft interna- 
tional conventions; consider changes required in the 
existing machinery for the international control of 
narcotic drugs, and advise the Council. 

Participation: 15 members of U.N. 


Economic Commission for Latin America: Sec- 

ond Session 

Background: Economic Commission for Latin America 
was established by Ecosoc on February 25, 1948 at 
its Sixth Session. Latin American Commission is 
one of three regional economic commissions estab- 
lished by Ecosoc, the other two being the Economic 
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Commission for Asia and the Far East and the Eco- 
nomic Commission for Europe. A fourth, the Eco- 
nomic Commission for the Middle East, is now under 


consideration by the Council. Purpose of Latin Amer- 
ican Commission is to study and resolve the most 
urgent Latin American problems resulting from world 
economic maladjustment and other economic prob- 
lems with a view to cooperating in the common effort 
toward world economic stability. First Session held 
at Santiago, June 7-25, 1948. Headquarters of Com- 
mission are located in Santiago. 

Participation: 21 American states, France, Netherlands, 
and U.K. 


Subcommission on Freedom of Information and 
of the Press: Third Session 


Background: Established at the First Session of the Com- 
mission on Human Rights as empowered by Ecosoc 
to examine which rights, obligations, and practices 
should be included in the concept of freedom of in- 
formation and to report to the Commission on Human 
Rights any issues that may arise from such examina- 
tion and also to perform any other functions which 
may be instructed to it by Ecosoc or by the Commis- 
sion on Human Rights. The First Session was held 
at Lake Success January 19, 1948. 

Membership: 12 members of U.N. 


Subcommission on Prevention of Discrimina- 


tion and Protection of Minorities: Second Ses- 
sion 


Background: This subcommission was formally established 
by a resolution of the Economic and Social Council 
at its Fourth Session March 28, 1947, to examine 
which provisions should be adopted in the definitions 
of the principles which are to be applied in the field 
of the prevention of discrimination and in the field of 
the protection of minorities, and to make recommen- 
dations to the Commission; to perform any other 
functions which may be entrusted to it by Ecosoc or 
the Commission on Human Rights. The First Session 
was held in Geneva on November 24, 1947. 

Membership: 12 members of U.N. 


ECOSOC: Ninth Session 


Background: Ecosoc was established in accordance with 
U.N. Charter for purpose of achieving: higher stand- 
ards of living, full employment, economic and social 
progress, international cultural and educational co- 
operation, and respect for observance of human 
rights fundamental freedoms. First 
held at London, January 25—-February 25, 1946. Third 
Session (September-—October 1946) was primarily 
concerned with the establishment of commissions 
and subcommissions and with negotiation of draft 
agreements between U.N. and ILO, Fao, and Unesco. 
Seventh Session held at Geneva, July 19-August 29, 
1948. 

Membership: 18 members of U.N. elected by General 
Assembly. 


and Session 
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Subcommission on Statistical Sampling 


Background: Established by the Statistical Commission 
to draft recommendations to the Commission con- 
cerning its detailed terms of reference and composi- 
tion; to examine the status of the methods used in 
applications of statistical sampling in different coun- 
tries and in different fields of subject matter; to 
give special consideration to the use of statistical 
sampling methods in meeting the actual needs of the 
United Nations, the specialized agencies and non- 
governmental organizations brought into consulta- 
tive status with the U.N. with a view to filling gaps in 
the information needed by them; to examine the pos- 
sibility of using sampling methods to access the 
reliability of complete enumeration; to give special 
consideration to those fields in which sampling 
methods are to be preferred to complete enumeration 
in respect of reliability, speed, cost and other factors. 

Membership: 5 members. 


Trusteeship Council: Fifth Session 


Background: Trusteeship Council, provided for under 
U.N. Charter, came into being December 14, 1946. 
Council is responsible for assisting General Assembly 
in carrying out functions regarding nonstrategic trus- 
teeship agreements. Functions: to consider reports 
of administering authorities, to provide for periodic 
visits to trust territories, to formulate questionnaires 
on political, economic, social, and educational ad- 
vancement of inhabitants to serve as basis for an- 
nual reports by administering authorities, and to take 
other actions in conformity with terms of trustee- 
ship agreements. 

Membership: 6 members, administering authorities of 
trusteeship: Australia, Belgium, France, New Zea- 
land, U.K., and U.S. Two permanent members of 
Security Council not administering authorities: 
U.S.S.R. and China. Four members elected for 3- 
year term by General Assembly: Iraq, Mexico, Phil- 
ippines, and Costa Rica. 


Scientific Conference on Resource Conservation 

and Utilization 

Background: In view of the drain on natural resources 
during World War II and the importance of natural 
resources to the reconstruction of devastated areas, 
Ecosoc, at its Fourth Session, February 1946, ap- 
proved a United States proposal to call the conference. 
This meeting will provide engineers, resource tech- 
nicians, economists, and experts in related fields, with 
a means of exchanging information on techniques in 
the field of natural resources, their economic costs 
and benefits, and their interrelations. A committee 
of experts has been established by U.N. to make the 
necessary preparations for the conference. 

Participation: U.N. countries and interested nongovern- 
mental organizations. 

Agenda: The tentative agenda provides for a series of 
plenary sessions to discuss matters of broad general 
interest to technicians and administrators in the sev- 
eral resource fields. Technical sessions will be held 


on such specialized subjects as: minerals, fuels, power, 
water, soils, crops, livestock, forests, range, fish, and 
wildlife. 


ILO 32d International Labor Conference 


Background: Ito conference is legislative body of Inter- 
national Labor Organization. First Session of Con- 
ference held in 1919. Main function: to adopt con- 
ventions and recommendations which are then sub- 
mitted to competent authorities of each Member 
State for ratification or implementation. Meets at 
least once a year, 

Participation: Tripartite delegations (composed of 2 goy- 
ernment delegates, 1 employer delegate, and 1 worker 
delegate) from 59 governments, members of Io. 


ICAO Third Assembly 


Background: Icao, provided for by the International Civil 
Aviation Convention of 1944, replaced provisional 
body, Picao, when it came into force April 4, 1947, 
with deposit of instruments of ratification by 26 
governments. Objectives: to promote safe, regular, 
efficient, and economical international civil aviation, 
to encourage development of facilities for air naviga- 
tion, and to insure respect for fair treatment of con- 
tracting states. First session of General Assembly 
was held at Montreal, May 6-27, 1947; Second at 
Geneva, June 1948. 

Membership: All of those Governments which shall have 
ratified Chicago Convention. 


ICAO Legal Committee 
Fourth Session; Fifth Session 


Background: Legal Committee is a permanent committee 
of Icao constituted by the Assembly May 23, 1947, and 
has assumed many of the functions of Crresa which 
at Sixteenth Session in Montreal, May 1947, made ar- 
rangements for its liquidation. Objectives of Legal 
Committee: a) to study and prepare draft conven- 
tions on international air law; b) to provide, if so 
requested, advice on legal matters of special impor- 
tance to Icao, including public and private air law 
and the interpretation and amendment of the Con- 
vention; c) to collaborate with other international 
organizations charged with unification and codifica- 
tion of international law. First meeting of Com- 
mittee held at Brussels, September 10-25, 1947; last 
meeting held May-June 1948 in Geneva. 

Membership: Member states of Icao. 


ITU Administrative Conference To Revise Inter- 
national Telegraph and Telephone Regulations 


Background: In 1988, the Irv Telegraph and Telephone 
Conference met at Cairo concurrently with the Radio 
Conference to revise the regulations adopted at the 
Madrid Telecommunication Conference in 1932 and 
annexed to the International Telecommunication 
Convention of December 9, 1932. The forthcoming 
conference is being held on the invitation of the 
French Government pursuant to a resolution adopted 
by the Irv Administrative Council at its meeting at 
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Geneva, January 1948. Purpose of this conference 

is to rewrite the Cairo regulations in order that 
countries outside the European region may be induced 
to adhere to regulations which will apply on a world- 
wide basis rather than on a purely European regional 
basis. 

Participation: Approximately 60 governments are ex- 
pected to participate. 


ITU Fourth Meeting of the Administrative Coun- 

eil 

Background: At Atlantic City telecommunications con- 
ferences, May 15—October 2, 1947, a protocol was 
adopted establishing Administrative Council to func- 
tion on a provisional basis until International Tele- 
communication Convention of Atlantic City is effected 
on January 1, 1949. Council’s functions are: efficient 
coordination of Union’s work; consideration and 
solution of problems arising between plenipotentiary 
conferences ; the implementation of the provisions of 
the convention, the regulations, and the decisions of 
the plenipotentiary conferences; review and approval 
of annual budget of Union and arrangement for and 
approval of the annual audit of accounts of the Union. 
In general, it is the policy making body of Irv during 
interval between plenipotentiary conferences. Last 
meeting held September 1948 at Geneva. 

Participation: 18 members of Iru elected by the pleni- 
potentiary conference. 


Foreign Ministers, Council of: Sixth Session 


Background: Tripartite Conference of Berlin (Potsdam), 
July 1945, established a Council of Foreign Ministers 
to undertake the necessary preparatory work for the 
peace settlements and to take up other matters which 
might be referred to it by agreement of the participat- 
ing governments. Meeting successively at London, 
September 1945 ; Paris, April 1946; and New York, No- 
vember 1946, the Council (France, United Kingdom, 
U.S.S.R., and United States) drafted final settlements 
for Italy, Rumania, Hungary, and Finland. At Mos- 
cow, March 1947, and London, November—December 
1947, the Council (France, United Kingdom, U.S.S.R., 
and United States) worked on the drafting of peace 
settlements for Germany and Austria. 

Membership: Foreign Ministers of China, France, United 
Kingdom, U.S.S.R., United States. (Participation 
may vary in accordance with the particular problem 
under consideration). 


Whaling Commission, First Meeting 

of the International 

Background: International Convention for Regulation of 
Whaling, which came into force November 10, 1948, 
and to which the United States is signatory, provides 
for Whaling Commission composed of one member 
from each contracting state. Commission is empow- 
ered to undertake study and investigation of the 
present and future problems of whale fishery and, 
within strictly defined limits, to amend the schedule 
which is annexed to the convention and which con- 

tains specific regulations upon such matters as pro- 
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tected species, open and closed seasons, open and 
closed waters, and size limits, etc. 


Participation: 15 signatories to the convention. 


Seuth Pacific Commission: Third Meeting 


Background: From January 28 to February 6, 1947, repre- 
sentatives of the governments which administer non- 
self-governing territories in the South Pacific met at 
Canberra at the request of the Australian and New 
Zealand governments. At this meeting, an agreement 
establishing the South Pacific Commission was drawn 
up and signed, subject to acceptance by the participat- 
ing governments. Commission will serve as a consul- 
tative and advisory body to the participating govern- 
ments in matters affecting the economic and social 
development of the non-self-governing territories 
within the scope of the Commission and the welfare 
and advancement of their peoples. Temporary head- 
quarters of Commission will be at Sydney, Australia. 

Participation: 6 governments which administer non-self- 
governing territories in the South Pacific region— 
Australia, France, Netherlands, New Zealand, U.K., 
and U.S. 


UNESCO General Conference: Fourth Session 

Background: UNESCO, specialized agency of U.N., designed 
to foster international understanding through edu- 
cation, science, and culture, was launched at meeting 
of 41 members of United Nations, London, November 
1945. Purpose: to contribute to peace and security 
by promoting collaboration among nations in every 
field of knowledge. Last Session held at Beirut, 
November—December 1948 . 

Membership: 41 governments which have ratified UNEsco 
constitution. 


WHO: Second General Assembly 


Background: 60 governments represented at International 
Health Conference, New York, July 1946, resolved to 
establish World Health Organization, and formulated 
Constitution which came into force on April 7, 1948 
after ratification and deposit of ratifications by 26 
U.N. member states. (Ratified by U.S. on June 21, 
1948.) Interim Commission of WuHo functioned until 
Constitution came into force. 

Membership: 55 (as of March 1949). 


FAO Council: Sixth Session 


Background: Council of Fao created at Third Annual 
Conference of Fao, Geneva, August-September 1947. 
Purpose: to act for full conference between sessions 
and keep the food and agriculture situation under 
constant review. Functions of the Council include: 
examination of proposed and existing intergovern- 
mental agricultural commodity arrangements; co- 
ordination of national and international agricultural 
commodity policies along lines of Fao; prcemotion of 
studies of critical agricultural commodity situations 

with recommendations for necessary action on an in- 

ternational level; advice on emergency measures; and 
constant review of national situations and policies. 

First meeting of Council held November 1947 at Wash- 
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ington; fourth and fifth sessions held at Washington 
preceding and following Fourth Session of Conference. 
Participation: 18 member governments of Fao. 


Second Inter-American Conference on Indian 

Life 

Background: Held under auspices of Inter-American In- 
dian Institute which was established by international 
convention, December 1940, a result of recommenda- 
tion by Eighth International Conference of American 
States, 1938. Center for study, compilation, and ex- 
change of information on status of indigenous popu- 
lations and on process of their integration in cor- 
responding national life. National Indian Institutes, 
established in each member state, are affiliated with 
it. Institute acts as standing committee for con- 
ferences. 

Membership: 15 American republics which have ratified 
Convention. 


First Pan American Consultation of the Com- 

mission on Geography 

Background: Executive Committee of Pan American In- 
stitute of Geography and History, meeting at Mexico 
City in April 1946, authorized the establishment of 
Commission on Geography, and recommended that 
Institute at its Fourth Assembly (Caracas, August- 
September 1946) consider establishment of a Com- 


mission on History. A third (Cartography) Com- 
mission has been in active operation since September 
1943. Commissions are to stimulate progress and 
provide programs in these sciences. Commission on 
Geography inherits geographic activities of Institute, 
and consultations will be held at one- or two-year 
intervals. 


Participation: American republics. 


IRO General Couneil: Third Session 
Background: At its Third Session, September—October 


1946, Ecosoc recommended establishment of Iro and 
submitted draft Constitution to General Assembly, 
Constitution was accepted by General Assembly and 
opened for signature on December 16, 1946. By 
August 20, 1948, the necessary number of states (15) 
had ratified the Iro Constitution. (Prior to that 
time, Iro Preparatory Commission functioned.) 
General Council is ultimate policy-making body of 
Iro. Main objective of Organization is to bring 
about a rapid and positive solution of the problem 
of bona fide refugees and displaced persons. Among 
the functions of Iro are: repatriation ; identification, 
registration and classification; care and assistance; 
legal and political protection ; transport; and resettle 
ment and reestablishment in countries able and will- 
ing to receive them, of persons who are the concern 
of the Organization. 
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